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Structural reform 

■iiiB««« safttaiaBBvtva! 

Ukraine’s plans 


suffer a setback 
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WORLD NEWS 


New hope of 
settlement 
in French 
truck strike 


The French trackers’ dispute 
appeared to be beading towards a 
resolution after all the leading 
unions and employers met far 
talks for the first timo One offi- 
cial said employers were propos- 
ing a minimum wage and ftw<i 
hourly rates. Page 2 


US warns on moat safety 

The US hinted tt mi ght r pfaHatP 
unless the European Union 
exempted it from mm* safety 
rules which could block $14tm of 
US pharmaceutical exports to 
Europe. Page6 


German Jobless rate tops 43m 

German unemployment rose 
again in October, Twin g in g the 
seasonally adjusted total above 
45m for the first time. Page 2; 
National targets on jobs. Page 2; 
Editorial Comment, Page 11 


UK business role tat risk* 

Sir Michael Bishop, » ha irm»w of 
airlinp British Midland, warned 
Britain would lose its role as a 
European business centre unless 
the government changed its atti- 
tude to the aviation industry. 

“ 1 7 


Republicans In poBs win 

The Republicans scared big wins 
in US state and local elections. 
They and the Democrats pored 
over results searching far dues 
to the direction of national poli- 
tics. Page 4 


US 


Belgrade risks becoming the 
“Pyongyang of Europe” if it fails 
to embrace reforms, a US official 
warned. Page 3 


Tut track* push 

More than go cfafah of leadingTJS 
companies are staging a 
last-di tch campaign to posh 
through Congress President Bill 
Clinton’s bid for new “fast track” 
trade negotiating authority. • 
Paged 


RepaMhaum wga tooghm I 

Republicans want the US admin- 
istration to take a tougher line 
with Russia China and Tnaka 
it harder for than to tap US capi- 
tal markets. Page 4 


UN acts oa efauper MV drug 

The United Nations said it was to 
collaborate with drug companies 
to Tnakp Aids raPf U /-m«»« 8 more 
affordable in developing coun- 
tries. Page 6 


in 


The Austrian government has 
reached agreement with the 
trade unions on the reform of the 
national pensions system, but in 
the process has made big conces- 
sions on its original proposals. 

Pages 


TTuri parties deadlocked 

deadlocked overwfco to name as 
a new prime minister to succeed 
Chavalit Yongchaiyudh. Page 5; 
Observer, Page 11 


UN massage to faraq 

UN envoys gave a message to 
Iraqi president Saddam Hussein 
from secretary-general Kofi 
Annan, aimed at persuading Iraq 
to lift a ban on US arms inspec- 
tors. Page 6 


Central American leaders began 
free trade talks they hope win 
lead to increased economic stabil- 
ity. Page 6 


BUSINESS NEWS 


Moscow lifts 
curb on foreign 
ownership of 
oil companies 


Russia has lifted curbs on foreign 


ownership of oil comp anies in the 
run-up to a round of privatisa- 
tions. Moscow aims to entice 
international strategic investees, 
who were previously limited to a 
15 per cent shareholding. Page 
22; Philippine court overturns oil 
deregulation law. Page 14; Back- 
ground, Page 5 

Ti usi m. Swedish police asked 
Britain's Serious Fraud Office to 
help trace SKiffiOm $83 xq) alleg- 
edly missing from London 
accounts held by Swedish invest- 
ment company Trustor, which is 
controlled by Lord Moyne of the 
Guinness brewing dynasty . Page 
15 


BrftMi Airways’ interim pre-tax 
profits fell &5 per cent to £430m 
($7l35m) because of a strike and 
sterling’s strength, but confi- 
dence about the future hai ppd hft 
the airline’s shares. Page 18 


_ of the US has offered to 

tain* a irfato in th e maintmflnpft 

arm of Belgian airline Sabena - a 
move in Boring's sales battle 
with Airbus Industrie. Page 6 

Stanbist Marine, a boat hire 

flfiropawy ami finmgr j^ihgu iiiiTy 
of the French bank Credit Lyon- 
nais, is bring investigated by the 
European Caramisskaiovur alle- 
gations of unauthor ised state aid. 
3 . - 


US factory orders rose in 

September far the fourth consec- 
utive month - suggesting US . 
TnannrartiTrinp growth still has 
momentum. Orders were 04 per 
fiM»t up ton seasonally adjusted 
$33&Shn. Page 4 L 

a Mterosystanm of the US 

la u nche d an initiative to promote 
and protect ji y affdaimpii soft- 
ware language, Java, which it 
hopes wffl became a computer 
in d ustry standard. Page 17 

mco Advisors, California- 
based fund manager, fe buying 
Oppenhrimer Capital of New 
York to create an investment 
management company with over 
J19Cftm of assets. Page 17 


the US 

electronics group.raisedfburtb- 
luartex net income to $U8m 
$97mX but warned profits 
growth would slow. Page 17 

a Brazilian 
consortium, bidR$3hn 
(US$2.73bn) - TO per cent above 
the SSo Paulo state government's 
minimum price — for electricity 
company Companhia PauBsta de 
Forpa e Luz. Page 12 


s tand a rds memb ers 

have rejected a proposal to adopt 
in full controversial US plana an 
nrffi imting far financial instny 

meats. Page 13 

mMon qw Mb Canadian 
media group Thomson would be 
interested in buying Dow Janes's 
troubled markets division, an 
executive said. Page 17 


Toyota of Japan is baiting car 
production in Thailand for the 
rest of the year to try to cut stock 
buSt up during the Thai eco- 
nomic turnwiL Page 12 


Gas Aothority of kxBa's 

planned 3800m GDR issue was 
abandoned because of weak inter- 


national demand. Page 13 
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Dutch fight for Duisenberg 


French move could lead to other European bank candidates 


By Lionel Barber ki 
and Gordon Craoob 
in Amsterdam 


The Netherlands began a 
desperate effort last night to 
shore up support behind Wim 
Dnfsenberg for the governor sh ip 
of the E u rope an Central Bank, 
dismissing fears that French 
objections had fatally wounded 
his candidature. 

But in the wMTgnw of a meet- 
ing of European Union finance 
mtabtas in Brussels it ap peared 
France's derision to put forward 
its own - Jean-Claude 

Trichet, head of the' Bank of 
France - would encourage others 
to enter the race for one of the 
most prestigious Jobs in interna- 
tional finanro 

Spanish officials said Luis 
Angel Rojo, g ove rno r of the Bank 
of Spain, was a likely candidate 
for the EGB post Philippe Mays- 
tadt, the highly regarded Belgian 


finance minister and chairman of 
the IMF Interim committee, was 
also being mentioned. 

“The nomination of Mr Tricbet 
means that there will be an open 
contest,” predicted one EU diplo- 
mat “That means there wiQ be 
four or five candidates.” 

Gerrit Zalm, Dutch finance 
minister, won some sympathy 
from fellow ministers at the 
meeting - which the Luxem- 
bourg presidency originally 
called to n * r mw differences over 
an EU summit on unemployment 
on November 21 - far his efforts 
to salvage the candidacy of Mr 
Duisenberg; the Dutch head of 
the ECB’s forerunner, the Euro- 
pean Monetary Institute. 

Theo Waigri. German finance 
minister, whose gove rnm ent H ^c 
signalled support for Mr Duisen- 
berg, betrayed some Irritation at 
the French demarche. “This wfll 
not make the process [of selec- 
tion] easier ” he said. Dutch offi- 


cials made no attempt to bide 
their anger and disappointment 
that Mr Duiseiibag’s candidature 
had been destabilised. They 
suggested it did not make sense 
to pick a different person since 
Mr Duisenberg was familiar with 
an the /vwwpiwr fagfcy to be com- 
pleted in the months before the 
EU selects first-wave entrants 
into the single currency next 
spring. 

“ft is not opportune to come 
now with a new candidate 
because the agenda is rather 
heavy,” said Eef Brouwers, a gov- 
ernment spokesman. 

“We have the strong feeling 
that the opinion we have about 
Mr Duisenberg is completely in 
fine with that held by most oth- 
ers fin the EU]." 

The centre-left Dutch coalition 
ba« strongly backed the candida- 
ture of the independent-minded 
Mr Duisenberg, whose monetarist 
policies are seen as having 


contributed to his country’s 
widely admired economic prog- 
ress. His rejection as ECB chief 
would be taken in the Nether- 
lands as nnntiw example of the 
unwillingness of bigger countries 
to back a Dutch candidate for a 
top job in an international 
institution. 

“If it comes to a stalemate 
[with the French], then it will be 
neither [Trichet or Duisenberg],” 
said one Dutch diplomat “There 
wfil be a third choice.” 

French officials defended the 
decision to nominate Mr Tricbet 
made in a rare joint communique 
from the ftanTiist president Jac- 
ques Chirac, and Lionel Jospin, 
the Socialist prime minister. 
They cited Mr Tridiet's creden- 
tials as a public servant and cen- 
tral banker. 


Hunt on for EBRD chief. Page 
2$flasters of grand gesture. 
Page 11; Lex, Page 12 


Russian reformers 
persuade Yeltsin 
to fire Berezovsky 


— -v. 


By Clvystia Freeland in Moscow 


Boris -Yeltsin, the Russian 
president y est e rd a y sacked Baris 


Berezovsky, one of the country's 
most powerful industrial tycoons, 
from the Kremlin security 
cosndL ■ 

The surprise move is a victory 
for liberal reformers who have 
been battling to cut the links 
between government and big 
b usiness. ■ 

ft followed a long meeting on 
Tuesday evening between Mr 
Yeltsin and Boris Nemtsov and 
Anatoly Chubais, the two first 
deputy prime ministers who have 
s pearhe aded an effort to revive 
market reforms this year. 

After hours of de bate in the 
president’s dacha outside the 
Russian capital, the young ininfe- 
ters appear to have convinced Mr 
Yeltsin that Mr Berezovsky, 
whom they accused of using his 
state post to further his business 
interests, had to go. 

“This is an important step in 
Russia’s effort to move away as 
for as possible f mm oligarchical 
capitalism." Mr Nemtsov sai d. 


But Mr Berezovsky, who 
remains a formidable political 
force thanks to his commercial 
empire, Logovaz, his links with 
tbe Yeltsin family, and ties with 
Gazprom. Russia's most powerful 
corpo ration, accused the liberal 
ministers of “hypocrisy”. 

Mr Bere zo vsky, who has been 
critical of tbe cabinet reform 
team over the past few months, 
said that under the pretence of 
creating a more fan* and open 
market economy Mr Chubais was 
in fact favouring another leading 
Russian financier. 

Mr Berezovsky accused Mr 
Chubais of unfairly bolstering 
the business interests of Vladimir 
Potanin, head of Onexlmbank, 
which won two fiercely contested 
privatisations this year. 

Mr Berezovsky's claims are 
part of the war between Russia's 
once dose finandal groups who 
financed Mr Yeltsin’s re-election 
campaign last year. 

Yesterday’s move has Strength- 


Continued on Page 12 
Blow against tycoons. Page 2 
Editorial comment, Page U 



Canada 
‘could lose’ 
in green 
challenge to 
nuclear sale 


By Scott Morrison in Toronto 


Barts Berezovsky remains a formidable political figure despite being 
sacked yesterday from the Kremlin security council 


The Canadian government has 
been advised by its justice 
department that tt might lose a 
court challenge to Its C34bn 
($2.Sbn> sale of two nuclear reac- 
tors to C hina. 

The Sierra Club, an environ- 
mental group, has taken the gov- 
ernment to court, Claiming that tt 
violated federal law by financing 
the sale without conducting an 
environmental study. 

A leaked cabinet document 
also suggests the government of 
Jean Chretien, tbe prime minis- 
ter, would be prepared to skirt 
the Canadian Environmental 
Assessment Act in a proposed 
reactor sale to Turkey imieas a 
federal court rules in favour of 
the Siena Club's action. 

The act requires the authorities 
to conduct comprehensive envi- 
ronmental studies, which include 
public hearings, when fliumring 
nuclear reactor sales by Atomic 
Energy of Canada. AECL, a gov- 
ernment-owned corporation, has 
sold nuclear reactors in Canada 
and six other countries. 

But the government argues 
that this requirement puts AECL 
at a disadvantage in the interna- 
tional arena. Last year it passed 
a regulation exempting Canadian 
companies involved in large 
infrastructure projects abroad 
from conducting public environ- 
mental hearings far thpm. The 
Sierra Club says the regulation 
violates the spirit of the 
law. 

The justice department “has 
advised [the government] that its 
case is not strong and that the 
federal court may well rule in 
favour of the Sierra Club", the 
cabinet document says. 

"The government is breaking 
its own rules," Jean Charest, 
leader at the opposition Progres- 
sive Conservative party, says of 
the reactor sales. 

The case, which is at a prelimi- 
nary stage, comes at a time when 
competition in the international 
nuclear power sector is to inten- 
sify. Last week, the US govern- 
ment lifted a ban on sales by US 
companies of nuclear reactors to 
Chirm. 

AECL signed a C$4bn contract 
last November to build 


Continued on Page 12 


Saint-Gobain expansion 
hits Pilkington shares 


By Charts 


In London 


Pilkington’s shares took a 
beating yesterday after it 
emerged that Saint-Gobain, its 
French rival, w as te challenge its 
position as the UK’s only maxro- 
fecia rer of flat glass. 

Pilkington shares slumped 1U5 
per cent to I3ip and were the 
most heavily traded in London 
yes t erday. 

Saint-Gobain Is to invest 


FTfiOOm (3104m) in a newprodno- 
tkn fine, doe to start outp u t by 
the md of 1999. It will have an 
annual capacity of 170,000 
tonnes. Zn a year, the UK con- 
sumes 650,000 tonnes of float 
glass, so called because it is 
mi»A» fr om large sheets of glass 


floating an mercury plates. The 
product is used mainly in the car 
and building industries. 

Europe’s glass manufacturers 
are recovering from a difficult 

year in 1996, bedevilled by over- 
capacity. Saint-Go bain’s plans 
initially sparked fears that POk- 
ington would lose sates in the 
UK, a market worth some £ l 30 m . 

It cu rr e n tly has 50 per cent, 
c o mp ar e d with Saint-Gobain’s 20 
per cent, hot analysts discounted 
file prospect of a price war. Pilk- 
ington is the world’s largest 
m a nnfa ctnrer of float glass, but 
lags behind Saint-Gobain in 
Europe because its costs are too 


Continued on Page 12 
Lex, Page 12 
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NEWS: EUROPE 


Employers enter talks armed with proposals on minimum wage and fixed hourly rates 

Peace hopes rise in French truck row 


By Andrew Jack in Paris 

France's trucking dispute 
appeared to be heading to a 
resolution last night after 
representatives of all the 
leading unions and employ- 
ers yesterday met for talks 
for the first time 

The Federation Natdonale 
des Transports Routiers 

(FNTR). the main truck 
employers' organisation, 
agreed to join in the discus- 
sions alongside the minority 
Union des Federations de 
Transport and five unions. 

A FNTR official said the 
employers had gone in with 
proposals aimed at finding a 
solution, including a mini- 
mum wage and fixed hourly 
rates. The mood of the' meet- 
ing was described as “con- 
structive". 

Nicole Notat . head of the 
moderate CFDT union, said 
she hoped for an agreement 
late last night or today, 
stressing the government 
needed to ensure any com- 


mitments were honoured. 

The talks came as pressure 
intensified from strikers, 
who by yesterday had set up 
191 barricades, ia clndfn g one 
on the Paris ring road. 

Petrol and food supplies 
were stretched in a number 
of regions; the French post 
office said it could assure 
normal delivery of only 80 
per cent of mail. Moulinex, 
the household goods sup- 
plier. was among the casual- 
ties, and was forced to 
reduce or shut down output 
at four sites. 

Internationa] pressure on 
the French government to 
resolve the dispute Intensi- 
fied yesterday, as British 
diplomats preparing for the 
Franco-Brttish summit, 
which begins tonight, indi- 
cated the subject would be 
on the agenda. 

Tony Blair, UK prime min- 
is ter. discussed the strikes 
during a phone conversation 
on Tuesday with Lionel Jos- 
pin, his French counterpart 


The talks today and tomor- 
row win touch on the safety 
of British citizens and 
goods travelling through 
France, as well as compensa- 
tion. 

British officials said *>mt. 
as far as they were aware, 
the French gnvp mmpnt hud 
settled only four demands 
for compensations made by 
UK truckers after last year's 
transport strike. A total of 
2,700 Haims innlnriing 1/300 
from the UK, were made. 

Five securit y gu ards .and 
the director of TFE, a trans- 
port group based near Mar- 
seilles, were taken into cus- 
tody for questioning 
yesterday after unidentified 
individuals rammed a picket- 
line early on Wednesday, 
causing some damage to 
vehicles and injuring thr ee 
strikers. 

TFE denied it was 
involved, and unions and 
employers’ groups con- 
demned the violence. 

See Comment & Analysis 
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Long haul: striking French truckers sit it out by a camp fire in Bordeaux yesterday 


Russian reformers strike 
a blow against tycoons 

Sacking of Berezovsky is a political victory for Nemtsov and Chubais 


A ccording to Boris 
Nemtsov, the provin- 
cial governor who 
joined the cabinet this 
spring, Boris Yeltsin, the 
Russian president, had one 
instruction when be sum- 
moned his young favourite 
to Moscow: “I do not want to 
live in a bandit state.” 

The sacking of Boris Bere- 
zovsky represents a political 
success for Mr Nemtsov and 
other reformers who wanted 
the wealthy business and 
media magnate out of the 
way. 

“Berezovsky was a symbol 
of the flowing together of 
power and money which had 
become the leitmotif of Rus- 
sian capitalism.” Andrei 
Piontkovsky, director of the 
Moscow-based Centre for 
Strategic Studies, said. “His 
removal is a very important 
step towards the separation 
of money and power in Rus- 
sia and that Is very posi- 
tive." 

A mathematician turned 
car salesman who since the 
collapse of communism has 
built up a vast financial 
empire, ranging from air- 
lines to television. Mr Bere- 
zovsky played a central role 
in bringing together a group 
of seven powerful financiers 
who bankrolled Mr Yeltsin's 
presidential battle against 
the Communists last year. 

The tycoon’s financial and 
organisational support may 
well have been decisive in 
Mr Yeltsin’s successful effort 
to prevent a communist 
revanche in Russia. But in 
exchange for their support 
the financiers exacted a high 


price. Many of Russia’s most 
desirable companies were 
sold off to the seven bank- 
ers, who last summer took to 
gathering weekly at a dacha 
outside of Moscow. They 
soon acquired a decisive 
voice in Russian politics. 

One of the most powerful 
was Mr Berezovsky, who last 
autumn parlayed his politi- 
cal loyalty into a job on the 
Kremlin staff, where he 
served as deputy head of the 
infinonHai Security Council. 
To justify their power, Mr 
Berezovsky and the other 
financiers argued that they 
were playing a vital role in 


reign was compared with the 
despotic rule of seven power- 
ful boyars in the Middle 
Ages - they came under 

attack and thp Kiwmlin ramp 

under pressure to distance 
itself from its erstwhile sav- 
iours. 

Over the past few months, 
two leading figures in the 
cabinet, Mr Nemtsov and 
Anatoly Chubais, both first 
deputy prime ministers in 
the cabinet, have taken up 
the battle against the 
tycoons. 

As Mr Nemtsov explained 
in a recent interview with 
fire FT: “Russia now has to 


In their struggle the ministers 
were aided by a recent split 
between the financiers themselves 


steering Russia away from 
the populist desires of its 
angry masses and ensuring 
that a healthy market econ- 
omy could take root. 

“Before the elections, busi- 
ness realised that if business 
is not consolidated - if we 
are not strong and decisive - 
we will not have a chance.” 
Mr Berezovsky told the FT 
in an interview shortly after 
being named to the Security 
Council. “It is not possible to 
have this [market] transfor- 
mation automatically. We 
need to use all our power to 
realise transformation.” 

But as the power of the 
financiers became more 
overt - in private they took 
to calling one another “oli- 
garchs” and in public their 


choose one of two ways. I 
hope the people in the coun- 
try understand that this 
peoples* capitalism is the 
real choice of the new gov- 
ernment.’’ hi their struggle, 
the ministers were aided by 
a split between the finan- 
ciers, whose former unity 
turned sour this summer as 
they began to squabble over 
the division of Russia’s cor- 
porate assets. But above aH 
yesterday’s dismissal of Mr 
Berezovsky represents a sub- 
stantial victory for Mr Nem- 
tsov and Mr Chubais. 

Convincing the president 
to remove Mr Berezovsky Is 
a significant personal tri- 
umph for Mr Nemtsov, who 
is Increasingly seen as Mr 
Yeltsin's potential successor. 


Blessed with a strategic 
mind and a silky manner, Mr 
Berezovsky had great influ- 
ence with the Yeltsin family. 
The president’s son-in-law is 
the chief of Aeroflot, a com- 
pany in which Mr Berezov- 
sky exerts huge personal 
influence, and in recent 
memoirs a former Yeltsin 
bodyguard described the 
extravagant gifts Mr Bere- 
zovsky routinely lavished on 
the Yeltsin daughters. 

These close personal con- 
nections are one reason why 
scene observers caution that 
Mr Berezovsky’s sacking 
could he a pyrrhic victory 
for the cabinet reformers. 
One possibility, according to 
Moscow observers, is that in 
exchange for leaving his 
Kremlin post, Mr Yeltsin has 
agreed to grant Mr Berezov- 
sky Rosneft, the Russian oft 
giant whose planned privati- 
sation will be the biggest 
business event of the next 
few months. Another option, 
may be that to maintain a 
balance of power wi thin his 
own administration, Mr Yelt- 
sin will compensate for Mr 
Berezovsky’s departure by 
sacking Mr Chubais. 

In bitter parting words 
yesterday Mr Berezovsky 
accused the government of 
creating a new oligarchy, 
with his rival, Vladimir 
Potanin, another top Rus- 
sian financier, at the heart 
of power. But, to outsiders, 
Mr Yeltsin's desire to make 
Russia a more orderly soci- 
ety seems earnest enough. 
See Editorial Comment 

Chrystia Freeland 


Hunt is on for new EBRD chief 


By Anthony Robinson, 

East Europe Editor 

Problems are resurfacing at the 
European B ank for Reconstruction and 
Development (EBRD), where an exodus 
of senior bankers and the need to find 
a new president are worrying staff and 
customers alike. 

Jacques de Larosiere, a former man- 
aging director of the IMF. turned the 
bank around when he replaced Jacques 
Attali, the EBRD's controversial first 
president, in 1993. The bank was 
founded in 1991 to facilitate the transi- 
tion of former Communist economies 
to market-based systems. 

Mr de Larosidre’s four-year term 
expired in September. But hopes a suc- 
cessor would emerge from informal 
contacts among the bank's 58 mainly 


government shareholders have not 
materialised. Mr de Larostere Is soldier- 
ing on until January 1998. 

The political compromise on which 
the EBRD was founded reserves the 
presidency for a senior European, but 
ensures that the US, whose 10 per cent 
stake makes it the largest single share- 
holder. is assured of the top opera- 
tional job of vice-president and head of 
the banking division. 

Washington arranged a smooth 
transfer this summer when Charles 
Frank, a US investment banker with a 
background in infrastructure project 
finance, replaced Ron Freeman as 
vice-president. 

The failure of European governments 
to find a replacement for Mr de Laro 
stere reflects the horse-trading usually 
accompanying such decisions in the 


European Union, and the paucity of 
candidates willing to take on heading 
the bank as it moves further east into 
mare risky projects. 

Officials in central and east Europ e 
say they are troubled that the EBRD 
presidency may go to a political time- 
server rather titan a banker with the 
skills and vision needed to master 
these challenges. 

The choice has been further compli- 
cated by competition for a much bigger 
prize, the presidency of the future 
European Centra l Bank. 

The next EBRD president is expected 
to be an EU citizen. But US officials 
have indicated that Gyorgy Suranyi, 
president of the independent Hungar- 
ian National Bank, could eventually 
become the first EBRD president from 
a post-Commnnist transition country. 
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Jobless rate 
in Germany 
tops 4.5m 


By Peter Norman in Bonn 

German unemployment 
continued its upwards 
march in October, although 
at a slower pace than in the 
previous six months. The lat- 
est figures bring the season- 
ally adjusted total above 
A5m far the first time. 

The federal labour nffirg in 
Nuremberg reported a con- 
tinuing wide gulf between 
trends in western and east- 
ern Germany. While west e rn 
Germany's seasonally 
adjusted jobless total 
increased by just 3,000 to 
3.06m, unemployment in the 
former communist east 
increased by 16,000 to L 46m. 

The unadjusted jobless 
total, the statistic reported 
by the German TngHia and 
commented on by politi- 
cians, fell by 17.800 last 
month to AJ2Sm, but was 
423J500 higher than in Octo- 
ber last year. 

Nationwide unemploy- 
ment Stayed irnrhang pri last 
month at 1L2 per cent of the 
labour force. Western Ger- 
many’s unadjusted jobless 
rate was also unchanged at 
9.5 per cent while in eastern 
Germany it dipped to 18.2 
per cent from 1&3 per cent in 
September. Regional unem- 
ployment rates varied widely 
from a low of 7 per cent in 
Bavaria to a high of 20.2 per 
cent in Saxony Anhalt. 

Bernhard Jagoda, labour, 
office president, welcomed 
signs that Germany's eco- 
nomic recovery was begin- 
ning to have an impact in 
the west In Bonn, however, 
Peter Hansmann, the gov- 
ernment spokesman, admit- 


ted the upsw i ng’s effect was 
disappointing although he 
said the government was 
convinced there would be "a 
marked turn far the better in 
the course of the coming 
year". 

October’s deterioration in 
the adjusted jobless total 
triggered concern among 
analysts that the Bonn gov- 
ernment could be ambushed 
by more bad news of falling 
tax income p«*t week, when 
the flnanfo ministry's spe- 
cial tax estimates committee 
is due to review revenue 

t rends 

Lothar Hessler, an econo- 
mist with HSBC Trinkaus in 
DOsseldarf, said be expected 
a downward revision of 
DMl8bn ($10.5bn) in reve- 
nues that would push Ger- 
many’s 1997 public deficit 
above the Maastricht Trea- 
ty’s 3 per cent target far eco- 
nomic and monetary union 
to 3.2 -per cent o£ gross 
domestic prnd not- 

Meanwhile, the Bonn eco- 
nomics ministry hiamod late 
school summer holidays for 
a surprise L6 pa* cent sea- 
sonally adjusted drop in 
industrial production In the 
month of September, and a 
revision of August’s produc- 
tion fall to 48 per cent from 
the 3.2 per pent reported ear- 
lier. 

The ministry said the 
underlying production trend 
was upwards because third 
quarter average figures 
showed a 1.5 per cent 
increase in output compared 
with the second quarter and 
a 22 per cent rise compared 
with the third quarter of 
1996. 


UK backs plan 
for national 
targets on jobs 


By Lionel Barber in Brussels 

Britain joined its European 
Union partners yesterday in 
calling for national targets 
far training and work -places 
for the long term and young 
unemployed which are to be 
agreed at the ETTs employ- 
ment summit on November 
XL 

Gordon Brown, chancellor 
of the exchequer, threw Us 
wright behind proposals for 
"quantifiable" and “verifi- 
able" targets put fo rw a rd by 
the European Commission 
and supported by the EU 
presidency, currently held 
by Luxembourg. 

Britain's move, at a meet- 
ing of EU finance ministers 
in Brussels, strengthens the 
chance of EU leaders adopt- 
ing guidelines for employ- 
ment policy at the summit 

However, some countries, 
notably Germany, still have 
reservations about moves 
that could undercut national 
responsibility for employ- 
ment, and Britain likewise 
opposes EU-wide targets. 

The November "jobs sum- 
mit” is the latest effort by 
EU governments to show 
they are serious about 
reducing r hra nl e unemploy- 
ment in Europe, which is 
close to 18m. Jean-Clande 
Juncker, Luxembourg prime 
minister and summit host, 
insisted that the November 
summit would be credible 
only if targets were agreed. 


The Commission is «iKng 
for several measures to be 
adopted: 

m An increase in the num- 
ber of unemployed offered 
training from the current 
EU a verage of 10 per cent 
towards the average of the 
three best-performing mem- 
ber-states - that is. above 25 
per cent w i t h i n fire years. 

■ A reduction -in the num- 
ber of people who drop out 
of the education system 
early by half within a period 
of fire years. 

■ A reversal of the long 
term tread towards higher 
taxes and charges on labour 
(which have risen from 35 
per cent in 1980 to more 
than 42 per cent in 2995). 
Each country should adopt a 
national target in order to 
make "substantial” progress 
by 2000. 

Mr Brown said the immi- 
nent launch of economic and 
monetary union made it 
even more pressing for gov- 
ernments in the hi lure euro 
zone to make labour mar- 
kets more flexible and make 
it easier for people to be 
employed. 

Mr Brown stressed that 
Britain was serious about 
joining the single currency 
in the future and that it 
would play "a leadership 
role" by prodding govern- 
ments to introduce supply- 
side measures to make Emu 
worts. 

See Editorial Comment 


NEWS DIGEST 


Warsaw sets 
EU timetable 

Poland hopes to complete Its members^ 

for Polish entry could be as late as20G4 . 

“Mr Czaxnecki’s remarks anse from mespentmee. 1 wui 
be TttTMTip to him myself about our European strategy, 
JrmmL Mr Kwasniewski, a former CMimurd^ 

nojitician who is beginning a period of cohabitation with 

the new centre-rigSSarityled 5 0 ^ fl r ^S ,ent 

Mr is a member of the Christian National 

Union (ZGhN). a party on the nationalist right wing of the 
coalition. 


Mr uas shjwj uwuuw r — — — - 

that he hopes Poland will be ready for membership 
around theyear 2002. Mr Kwasniewski is arguing that the 
momentum for Poland's drive into the EU can onty be 
maintained if the time horizon for 
short one. Christopher Bobmsfa, Warsaw 

■ HOLOCAUST ACCOUNTS 


Ka ufman joins inquiry 

The vexed question of the interest owed by Swiss banks 
on SFr66.4m ($45.72x0 of unclaimed foreign dormant 
ar ^iinta dating back to the second world war has been 
given to Henry one of Wall Street’s most 

respected economists, to investigate. 

Mr Kauftnan, 70. v*o retired as Salomon Brothers aim 

economist nearly a decade ago, has been hired by Paul 
Volcker, who is beading an investigation to identity 
dong**"* ba nk accounts lying unc lai m ed in Swiss banks. 

The investigation began last year after Jewish 
or ganisations claimed up to S7bn of unclaimed accounts 
of holocaust victims were held by Swiss b an ks. 

lb date the amount of money found by Mr Volcker’s 
committee is less than $50m. However, the figure could 
rise subs tantially , depending on the rate of interest 
atfnrinri to the accounts. It Ib belived that the value of 
many of the accounts may have reduced in size over the 
years b ec ause the Swiss banks continued to debit bank 
charges and did not pay interest on the funds. 

William Hall, Zurich 

m CHEMICAL WEAPONS 


Russia legislators back ban 

The Federation Councfl, the upper house of the Russian 
parliament, yesterday unanimously backed an 
international chemical weapons treaty. 

The convention, which will oblige Moscow to destroy its 
huge chemical weapons arsenal within the next 10 years, 
will become law as soon as it is signed by President Boris 
Yeltsin. Mr Yeltsin has already said that he backs the 
ban. 

The Russian parliament delayed approval of the 1993 
rthronipai Weapons Convention when it considered the 
issue this spring, arguing that Russia was too 
impoverished to find the $S0m the treaty requires it 
s pend de stro yi n g chemical weapons over the next decade. 

But, lobbied by the government and the Kremlin, the 
legislators have now relented, a step which is likely to be 
greeted with relief internationally. The vote was also 
welcomed by Yevgeny Primakov, Russia’s foreign 
minister. Chr y st ia Freeland. Moscow 

MAFIA CHARGES 


Berlusconi aide in court 

The closest aide to Silvio Berlusconi, the former Italian 
prime minister, yesterday went before magistrates cm 
charges of colluding with the Mafia since the 1970s. 
Marcello Denutri, 56, was the man behind Mr 
Berlusconi's launch into politics in 1993. the creator of Mr 
Berlusconi’s Forza Italia party and a leading figure In his 
holding company FininvesL 
Twenty-seven Mafia members now accuse Mr DelTUtri 
of meeting with underworld bosses in Sicily to negotiate 
the end to arson attacks in 1991 on supermarkets which 
belonged to FininvesL The holding group has denied any 
such meetings. AFP, Palermo 

DIGITAL TV 


Van Miert warns Germans 

Karel Van Miert, the European Union's competition 
commissioner, warned three German companies 
yesterday that they risked fines if they tried to launch 
digital television without notifying the European 
Commission. 

Deutsche Telekom and the media groups Kirch and 
Bertelsmann could be fined up to 10 per cent of their 
aggregate turnovers if they press ahead with their plans 
without informing competition authorities in Brussels. 

Mr Van Miert was responding to recent press reports 
that the companies were already acting in concert on the 
sly, while denying that plans to set up a joint venture bad 
been finalised. The competition commissioner reminded 
representatives of the companies that no merger over a 
certain size can be put into force unless the Commission 
gives its formal approval Emma Tucker, Brussels 

COPYRIGHT DIRECTIVE 


Brussels proposals attacked 

An alliance of copyright holders yesterday told the 
Euro pean Commission that the Commission’s draft 
proposals for a new EU-wide copyright directive would 
not adequately protect rights in the future. 

The alliance of industries representing performers, 
mus ic ians, publishers, authors and other copyright 
holders is concerned that in the digital age, technology 
will allow people to make multiple, perfect copies of 
music. 

The rig hts holders alliance wants to be able to use new 
encryption technology to control access to its products. 
But it fears that provisions in the directives to protect its 
investment from illegal copying are not strong enough. 

Emma Tucker. Brussels 

IRISH POLITICS 


Spring quits as Labour leader 

Dick Spring, a leading figure in Irish politics for the last 
15 years, yesterday resigned as leader of the Labour party. 
Tne patty’s candidate was defeated in presidential 
elections last week and a dismal general election result in 
July saw Labour’s pa rli a me ntary strength cut by a third. 

Roain Quinn, the former finance minister, is the 
current favourite to replace Mr Spring, with Brendan 
HowHn, a former environment minister, also likely to rim. 

iS?’ T ho 47 ’ “ not resigning his North Keny 
seaL But his departure from the Labour leadership could 
Pro™ a new momentum to the tentative talks already 
era a possible merger with the Democratic Left 
ofProinsias DeRossa. 

Mary McAleese. Irish president elect, said yesterday she 
would not wear a commemorative poppy on 
Remraohrance Day next week, which is coincidentally the 

* Mrs McAleese, a Belfast Catholic 

to bea ? m * ^ head of state, said 
it was inappropriate for a president to wear any amhlmn 
other than the Irish shamrock. 

John Murray Brown, Dublin 
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Former arm State sell-offs lurch forward in Ukraine 

^i* TTi ^ tL' Chief obstacle to privatisation is a struggle for control of the process, Charles Dover reports 

\-W A i 1^1 g V T kraine’s privatisa- of foreign investment 


By Emma Tucker in Brussels 

A former subsidiary of the 
troubled Freuc& bank Credit 
Lyonnais that specialises in 
boat hire is the focus of a 
new state aid probe which 
was launched yesterday by 
the European Commission. 

Brussels is investigating 
claims that Stardust Marine 
benefited from up to 
FFr504m ($85. 4m) of unau- 
thorised state aid between 
1994 and 1997 through a 
series of recapitalisations, 
none of which were notified 
to the Commission. 

The probe is the latest 
brush between Paris 
Brussels over the French 
government's enthusiasm 
for channelling state aid to 
enterprises in trouble. State 
aid is banned under Euro- 
pean Union treaty rules - 
other than in certain specific 
circumstances - because it 
distorts competition. 

The state aid was given to 
Stardust in four chunks. T he 
first two, totalling 
FFr 156.3m, came via Altus 
Finance, a holding company 
in the Credit Lyonnais group 
that owned Stardust from 
1992. The second two 
chunks, in 1996 and 1997, 
were from the Consortium 
de Realisation (CDR), the 
state-controlled agency set 
up to sell the assets of Credit 
Lyonnais, to which Stardust 
was ceded in 1995. 

The company was sold to 
FG Marine in June. The 
Commission became aware 
of the dealings after a com- 


plaint from a competitor, 
whose Md to bay Stardust 
had beenwas turned down 
by the CDR. 

At its regular Wednesday 
meeting, the Commission, 
also agreed to a recapdtsHsa- 
tion plan that will allow 
Forges de Oabecq, the bank- 
rupt Belgian steel workB, to 
start up again this year. 

Unde: .the plan, the . Wal- 
loon regional authorities 
that ■ govern Belgium's 
southern half will inject 
BFr350m (JlOm) Into the 
company, equivalent to a 
stake' of 25 per cent Now 
under new management 
Clabecq, winch was declared 
bankrupt ' in January, will 
also receive a loan for 
BFr550m over ten years. The 
state aid will be given in 
conjunction with heavier 
investments by Dufferco, an 
Italian-Swlss company, 
whose offer of a rescue pack- 
age was • accepted by Oa- 
becq's worker s in July. 

Brussels said' it had 
approve&.-tbe public part of 
the investment package after 
judging that the Walloon 
authorities acted like any 
normal private investor. 

It reached conclusion 
on the grounds that D nfe r c o 
is taking on most of the 
risks associated with recapi- 
talising Clabecq, and 
because part of Wallonia’s 
public investment is assured 
a fixed rate of return. Inde- 
pendent of the company's 
success. 

The plant’s workforce win be 
cut from 1,800 to 800. 


US urges Belgrade 
to hasten reforms 


By Guy Dinmore in Belgrade 

Belgrade risks becoming the 
“Pyongyang of Europe” if its 
Socialist leaders fail to 
embrace the radical reforms 
sweeping the rest of eastern 
Europe, a US Treasury 
Department official told an 
economic conference in the 
Yugoslav capital yesterday. * 
But Mark Modish. deputy 
assistant secretary for inter- 
national affairs, dashed 
hopes Washington would 
soften its conditions for lift- 
ing US sanctions that bar 
Yugoslavia's access to inter- 
national financial institu- 
tions. Conformity with politi- 
cal and economic standards 
were non-negotiable. he said. 

President Slobodan Milos- 
evic’s “resentment of real- 
ity”, be added, would not 
help extract Serbia and Mon- 
tenegro, which together 
form rump Yugoslavia, from 
their economic plight 
Before the Berlin Wall 
came down in 1989. former 
Yugoslavia enjoyed the best 
prospects far reform in east- 
ern Europe as well as the 
most liberal economy in the 
region. But wages and out- 
put in Serbia and Montene- 
gro have since fallen by halt 
"If Belgrade’s economic 
orientation used to be strik- 
ingly forward-looking, today 


it is uninspired overall and, 
in some respects, even retro- 
grade,” Mr Mwtkh said. 

US demands include the 
surrender of Indicted war 
rrimtwflig under the Dayton 
peace accord, which ended 
Bosnia’s dv3 war, progress 
in resolving the conflict in 
the- ethnioAlbanian domi- 
nated province of. Kosovo, 
liberalisation of the media 
and democratic w fo ma. 

Mr Milosevic, whose ruling 
Socialist party suffered seri- 
ous setbacks in recent Ser- 
bian elections, has -shown 
little sign of compliance. 
Last month his riot police 
attacked a peaceful demon- 
stration by ethnic Albanian 
students in Kosovo, while 
state-controlled media have 
tried to whip up a national- 
ist frenzy in Montenegro 
where the reformist prime 
minister, a harsh critic of Mr 
Milosevic, won the republic's 
presidential elect ion . 

In his speech, to the confer- 
ence, Danko Djxmic, a vice 
premier in the Yugoslav fed- 
eral government, said Bel- 
grade was committed to eco- 
nomic reforms as a matter of 
survival. He appealed to the 
inter national community to 
show flexibility in readmit- 
ting Yugoslavia into the 
International Monetary 
Fund arid the World Bank. 


Austria reaches 
pensions accord 


By Eric Frey in Vienna 

The Austrian government 
has reached agreement with 
tbe trade anions on the 
reform of the national pen- 
sions system, but in the pro- 
cess has made big conces- 
sions on its original 
proposals. 

The outcome of the dis- 
pute, the most bitter politi- 
cal fight of recent years, 
leaves the government with 
fewer savings than the 
SehSObn (KUta) it had orig- 
inally expected, but should 
still reduce the costs of the 
generous pension system to 
the federal budget 

The last-minute agree- 
ment on Monday night also 

prevented an unprecedented 

showdown between govern- 
ment and trade unions. The 
unions have been involved 
in all big political and eco- 
nomic decisions since the 
second world war under 
what is known as' the social 
partnership system. 

Under the terms of this 
week’s agreement, future 
pensions will be based on an 
average of life- time earn- 
ings. instead of being set at 
80 per cent of 'employees’ 
lost salaries. 

But in a last-minute deal, 
the government promised "to 
compensate lower-income 
pnblic sector workers and 


adjust payments Tor infla- 
tion. Early retirement 
among pri v at e sector work- 
ers will be penalised by pen - 
sian cats, and the govern- 
ment will abolish the 
exemption from com pu lsory 
pension and health Insur- 
ance contributions for 
part-time workers making 
less than Sch3,740 (1310) a 

month. The changes will be 
phased inover 25 years. 

The public sector union 
adamantly opposed the orfc 
Inal plans, .and rec e ived the 
backing Of the powerful 
trade union association 
OGB. Since union represen- 
tatives make up about a 
third of tiie coalition BSPs, 
an open' confrontation 
would have thrown passage 
of the pension bill in doubt 

Commentators reacted 
with disappointment and 
predicted further aria in a 
few years became of demo- 
graphic trends. Total 
savings far the budget will 
he at best Sch25bn, rather 
than the SehSObn that Vik- 
tor niftna, Austria's chan- 
cellor, had predicted when 
he first presorted his plans 
in June, While public sector 
pnndy wc are paid out of the 
budget, the pension scheme 
for the private sector should 
theoret i cally be selffinanc- 
lug. But last year SchWbn 
in subsidies were needed. 


U kraine's privatisa- 
tion programme, 
driven by the gov- 
ernment’s deteriorating ■ 
fiwnwfl , has finally begun 
to lurch forward, though a 
power struggle for control of 
the process still stands in 
iheway. 

At stoke is the cash priva- 
tisation of Ukraine’s large- 
scale enterprises such as 
electric power stations, car 
factories and metals plants. 

One of "the chief Obstacles 
is the .attitude of the Ukrai- 
nian parliament, which indi- 
cated last Tuesday that it 
would suspend privatisation 

m)ip« a permanent of 
tiie State Property Fund was 
: installed in place of Volody- 
myr Lanoviy, who Is a tem- 
1 parary appointee. 

Mr Lanoviy lashed out at 
i parliament yest e rday, saying 
: its a t te m pts to stall the pro- 
cess and unseat him have no 
legal basis. "No one has 
awqy the president’s 
right to Tnaicft laws, and to 
appoint those . who he 
trusts.” • 

Parliament ^ been skir- 
mishing with Leonid 
g'TTffh'mft,- Ukraine’s presi- 
dent, over control of the pri- 
vatisation programme, 
which .may shift into high 
gear as soan.as the govern- 
ment casts about for sources 


of foreign investment 

The government's fiscal 
difficulties ere compounded 
by a troubled relationship 
with, the IMF, which may 
dry up credits from multilat- 
eral development institu- 
tions. These were formerly 
Ukraine's largest source of 
ffar gign capital inflows. 

For most of the 1990s, 
Ukraine's economy l&s been 
propped by aid from the US 
awl credits from the Interna- 
tional Monetary Fund. 
Ukraine’s current account 
deficit — approximately $lbn 
per year - has beat funded 
almost entirely by IMF cred- 
its for the past three years. 
Meanwhile, the country is 
the third largest recipient of 
US aid after Israel and 

Egypt. 

But there are signs the 
IMF is no longer going to 
rubber-Btamp Ukraine’s 
loans. Due to high budget 
deficits, only one out of 
three tranches of an IMF 
standby loan have been dis- 
bursed since August. 

The European Bank for 
Reconstruction and Develop- 
ment said in its annual 
Transition Report that 
reforms in Ukraine had 
co me to a standstill. 

Meanwhile, the central 
hank was farced last week to 
raise interest rates an trea- 







Privatisation of large-scale enterprises such as car factories and metals plants is at stake 


sury bills, reversing a steady 
downward trend over the 
past few years. 

“They were having trouble 
pinning T-bills," said Alexan- 
der Bazarov of CS First Bos- 
ton in Kiev. “Half of the 
market is controlled by for- 
eigners, ar>d tbe yields were 
simply not attractive to 
them.” 

The only way out for the 
government, according to 
some, is to privatise. “Why 
did the parliament choose 


now to examine the work of 
the State Property Fund? 
The fond is now In a deci- 
sive stage. Highly profitable 
enterprises will be priva- 
tised,” said Mr Lanoviy. 

Last month, Mr Lanoviy 
said Ukraine was planning 
to sell state property worth 
$4bn over the next few 
months. Analysts viewed 
this as optimistic, given that 
revenues from privatisation 
in all of 1996 were Just $19m. 
So for this year, revenues 


increased to 895m. 

But yesterday, Mr Lanoviy 
reiterated that plans were 
being drawn up to privatise 
47 large enterprises, includ- 
ing car manufacturers and 
electric power stations - 
“hundred million dollar 
enterprises", as he put it 

But parliament, which 
continuously grapples with 
Mr Kuchma for control, does 
not want to be excluded 
from the process, and 
left-wing elements want to 


stop the programme entirely. 

Last March. Mr Lanoviy 
was appointed by Mr 
Kuchma to head the State 
Property Fund, though par- 
liament never confirmed 
him. According to Ukraine's 
constitution, parliament 
must confirm the president's 
nominee, but Mr Lanoviy 
has stayed at his post since 
March, technically as a tem- 
porary, appointee. 

It appears that parliament 
has finally decided to take 
on Mr Kuchma over the 
issue. It passed a resolution 
on Tuesday stating: “The 
State Property Fund and Its 
regional divisions are ban- 
ned from drawing up agree- 
ments on buying and selling 
state property being priva- 
tised until the Ukr ainian 
President appoints a head of 
the Fund." 

The resolution also 
accused the State Property 
Fund of mismanagement 
and selling state assets too 
cheaply. Mr Lanoviy. in 
turn, accused parliament of 
being interested in the priva- 
tisation process for its own 
ends. “Aside from extreme 
left-wing elements in parlia- 
ment, there are centrists 
against privatisation, 
against the fact there won't 
be 'pocket deals',” he 
claimed. 


The euro. 

We will be 
ready for it. 
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NEWS DIGEST 

US troops may 
stay in Bosnia 

A consensus is developing in Washington on the need to 
keep some US troops in Bosnia after the agreed deadline 
of June 1998. Madeleine Albright, the secretary of state, 
said yesterday. 

Speaking alongside Klaus Kink el, the German foreign 
minister, she said talks earlier this week between Presi- 
dent Bill Clinton and congressional leaders had yielded 
broad agreement on “some form of US military presence" 
after the current force's mandate expires. 

Her re mar ks were the firmest indication to date that 
the administration Intends to prolong its Bosnian peace- 
keeping mission, a decision that will be controversial for 
some members of the Republican majority in Congress. 

Earlier this year, Congress debated various tactics for 
ensuring that the troops were withdrawn on time, and 
finally agreed that Mr Clinton should be obliged to make 
the fas* for prolonging their stay in a formal statement 
; next May. 

Mr Kinkel said there wa s a need to “be very careful not 
to create a military grey zone” in Bosnia by withdrawing 
peacekeepers abruptly. “The Americans have to he in 
this.” be added. Bruce Clark. Washington 

■ POSITIVE REACTION 

Menem invited to Britain 

Argentine newspapers reacted positively on the whole 
yesterday to an invitation to President Carlos Menem to 
pay an official visit to Britain next year, the first by an 
Argentine head of state since the 1982 conflict over the 
Falkland Islands. 

The invitation was formally extended by the UK foreign 
secretary, Robin Cook, to the Argentine foreign minister. 
Guido di Telia, on Tuesday. The visit is expected to take 
place tn the second half of next year. 

Both sides depicted the invitation as demonstrating the 
improvement in overall relations between both sides, and 
growing trade. However, British officials said they had 
made clear that sovereignty of the Falklands to which 
Argentina still lays claim, was not up Tor discussion on 
the visit. Stephen Fuller, Latin America Editor 

■ TELECOMMUNICATIONS 

Act bleeds no modification’ 

The Justice Department's top anti-trust official yesterday 
said last year's landmark Telecommunications Act did 
not need to be modified In sptte of the slow place of com- 
petition in the US local telephone market 
Joel Klein, assistant attorney-general, said recent calls 
for the act to be "fixed” to alleviate the delays and court 
cases that have slowed competition were misguided. He 
told the American Enterprise Institute, the conservative 
think- tank, that prospects for improved service and lower 
prices were good. 

“The disappointments about progress thus far do not 
reflect any inherent or unrexnediable flaws in the act but 
rather the unrealistic expectations set during the act’s 
passage.” he said. 

Mr Klein said he was confident that the incentive of 
bang allowed to sell long-distance services would eventu- 
ally persuade the US’s regional monopolies - the Baby 
Bells - to open their markets property to competitors. 
However he stressed that the Justice Department which 
is required to evaluate all bids by Baby Bells to offer 
long-distance calls, would continue to take a tough line in 
ensuring there was genuine competition before approving 
any applications. 

Earlier, Mr Klein told the House judiciary committee 
the Department was stepping op efforts to improve cross- 
border co-ordination of competition policy in evaluating 
international mergers. Mark Suzman, Washington 

■ ARGENTINA 

Growth target in sight 

The Argentine government expects gross domestic prod- 
uct to grow 8.6 per cent in 1997 and to meet the 5-3 per 
cent growth target for next year contained in its proposed 
1998 budget, the economy ministry said yesterday. 

The ministry was confirming that the economy minis- 
ter, Roque Fernfindez, thought a recent rise in interest 
rates would not affect the government's 1998 growth tar- 
get of 5.8 per cent. AP-DJ, Buenos Aires 


Factory 

orders 

still 

rising 

By Adiemw Roberts 
hi Washington 

US manufacturing growth 
still has considerable 
momentum, according; to fig- 
ures published yesterday 
that showed new orders to 
factories for manufactured 
goods rose in September far 
the fourth consecutive 
month. 

Orders rose by 0.4 per coat 
to a seasonally adjusted 
8336. 5bn, although it is 
unclear, given the recent 
market turbulence, how long 
the expansion win last 

Durable goods orders 
edged up 0.1 per cent, while 
those for non-military capi- 
tal goods rose 6.1 per cent 
suggesting orders for plant 
and equipment will remain 
strong for some tune. 

In some categories, month- 
on-month volatility makes it 
difficult, to detect any shift 
in trends. Orders for engines 
and turbines fell U per cent 
in September, after increases 
of 12 per cent in August and 
28 per cent in July. Elec- 
tronic components fell 22 per 
cent in September, after a 79 
per cent increase in August 
and a 23 per cent foil from 
June to July. 

For many economists the 
biggest surprise was new 
orders for non-durables, 
which increased (18 per cart, 
after a 0.4 per cent decline in 
August. Brian Jones, an 
economist at Salomon 
Brothers, said the Increase 
might have been driven by 
chemicals, paper and petro- 
leum. 

By now, the September fig- 
ures have been overshad- 
owed by the knock-on effects 
of the Hong Kang stock mar- 
ket crisis in October. David 
Resler, chief economist and 
managing director of 
Nomura Securities Interna- 
tional, forecast slower 
growth in capital spending 
globally following the south- 
east Asian upheaval. 

“About 14 per cent of US 
capital goods in 1996 were 
shipped to Asia ex Japan, 
and were pretty certain that 
there's not going to be much, 
growth in exports to that 
region, so the slowdown wifi 
start showing up in these 
order books. It just hasn't 
started yet," he saiiL 

The slowdown could take 
until early 1998 to appear in 
the figures but Mr Jones 
suggested there was already 
evidence of weaker export 
orders in the National Asso- 
ciation of Purchasing Man- 
agers (NAPM) new export 
orders index, which has been 
sluggish for the past three 
months. 

Ha said one of the first 
indicators to watch was the 
Japanese trade figures, 
which are issued a month 
ahead of the US data. 
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FT writers on the outcome of Tuesday’s local voting in the US 


Republicans gleeful 
at poll victories 


By Gerard Bator 
in Washington 

The Republican party was 
yesterday celebrating 
another triumph at the polls, 
as the party scored big wins 
at state and local level In 
elections held on Tuesday. 
Though there was only a 
handful of big races, both 
main parties were anxiously 
paring over the results in. a 
search for clues as to the 
direction of national politics 
in the next year or two. 

"Great momentum!” was 
the verdict of Jim Nicholson, 
the Republican party chair- 
man. Newt Gingrich, the 
Speaker of the House of Rep- 
resentatives, said the elec- 
tions showed the Republi- 
cans were “truly becoming a 
national party with a 
national reach". 

But, in a deft Interpreta- 
tion of a bad night for their 
candidates, Democrats said 
people voted largely for 
incumbents because they 
were so content with the per- 
formance of the Democrat 
administration of President 
Bill Clinton. 

“Americans are happy 
with the direction the presi- 
dent and the vice-president 
are taking thig country, and 

that's why they overwhelm- 
ingly re-elected Incumbents 
or their parties.” said Roy 
Romer, chair man of the 
Democratic National Com- 
mittee. 

In simple vote terms, the 
Republicans were the clear 
winners. They swept the 
four big contests - guberna- 
torial races in New Jersey 
and Virginia, a special con- 
gressional election in New 
York and the vote for New 
York City mayor. 

In Virginia, the party 
made an unprecedented 
sweep of the top three jobs 
in the state - governor, lieu- 


tenant governor and attor- 
ney-general - and their vic- 
tory in the New York con- 
gressional election was 
wider than expected. 

Republicans also gleefully 
pointed 1 out that in every 
campaign in which Mr Clin- 
ton personally appeared on 
behalf of the Democrat can- 
didate the Republican won. 

But there were consola- 
tions for Democrats. The 
Republicans already held all 
four big posts. 

The New York mayoral 
success of Rudolph Giuliani 
can fairly be put down to 
special local factors of no 
national significance. In 
New Jersey, the party came 
remarkably close to ousting 
Christine Todd Whitman, 
who beat her opponent by 
Just l percentage point of the 
vote. 

Furthermore, there was a 
wmall but symbolic victory 
for Democrats in one of the 
local policy initiative votes. 
Houston voters rejected an 
attempt to repeal the city’s 
liberal, affirmative action 
laws governing the awarding 
of city contracts. 

In other policy votes, Ore- 
gon decisively rejected an 
attempt to overturn a 1994 
law that legalised assisted 
suicide, while Washington 
state voters declined to 
toughen handg un laws. 

But, while national trends 
in the elections were hard to 
discern, there were some les- 
sons for both parties as they 
prepare for next year's much 
more significant mid-term 
congressional elections. 
Democrats still hope to 
wrest control of House and 
Senate next year from the 
Republicans, who won in 
1994, but a number of factors 
emerging from this year’s 
vote suggest an already diffi- 
cult task may now be much 
harden 
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• Money 

Republicans heavily out- 
spent their opponents this 
year and it seemed to pay 
big dividends.. In the close 
races In New York and New 
Jersey, where the party may 
have spent as much as twice 
as the Democrats, it may 
have made the critical differ- 
ence. 

This illustrates the pri- 
mary problem the Demo- 
crats face next year. The par- 
ty’s finances have already 
betel depleted by allegations 
of impropriety in last year’s 
presidential election, which 
have forced Democrats to 
give back much of the 
money raised. 

• Incumbency 
Americans do not much like 
ousting their political lead- 
ers even in the worst of 
times. In the warm economic 
ffltanate of 1997, incumbents 
won almost everywhere at 
the state and mayoral level. 
If the economy stays healthy 
until next year’s elections, 
the dominant Republicans 
wifi be the big winners. 

• Issues 

The traditional Republican 
message of tax-cutting again 
proved popular. The party 
hopes to use the emerging 
federal budget to fashion a 
broad tax-cut package the 
Democrats wffl find hard to 
counter. 

But the elections under- 
lined a recurring Republican 
problem - the split between 
social conservatives and 
moderates in the party. The 
main reason the liberal-in- 
clined Ms Whitman nearly 
lost was detection of conser- 
vatives to an anti-abortion 
candidate. The issue may 
again hamper Republicans’ 
efforts to unify behind a 
national platform in next 
year's congressional elec- 
tions and their attempt to 
win the White House in 2000. 
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New Yorkers’ concerns about crime and quality of life sent 
Rudy Gi uliani (above) to a second term as mayor of New 
York City, John Labale writes from New York. 

Within ruin nips of the polls closing on Tuesday night, Mr 
Giuliani, the city's first Republican mayor to be re-elected 
to office tn more than 50 years, was declared the winner by 
a wide margin. In a race he was expected to win easily, he 
garnered 57 per cent of the vote, while his De mocra tic 
challenger, Ruth Afessznger, won 41 per cent But turnout 
was only 38 per cent 

In the race for the New Jersey governorship, the Republi- 
cans’ Christine Todd Whitman overcame voter concerns 
about car insurance and property taxes to beat the Demo- 
cratic challenger, Jim McGreevey, by 47 per cent of the vote 
to the 46 per cent 


Move to curb Chinese access to capital 

Legislators aim to protect US savers from securities with ‘potential for fraud’ 

panel, adding that last Concern about Russia is 
week's Asian market turmoil. 


By Bruce Clark 
in Wash ington 

Republican 'legislators 
yesterday mounted a broad 
political offensive aimed at 
forcing the administration to 
take a tougher line with Rus- 
sia and China, and make it 
harder for those countries to 
tap US capital markets. 

Jerry Solomon, chairman 
of the House rules commit- 
tee, said the steadily acceler- 
ating pace of share offerings 
from businesses controlled 
by the Chinese government 
made it imperative to protect 
US savers and scrutinise 
would-be borrowers. 

He was speaking at a hear- 
ing convened by Senator 
Lauch Faircloth, who said 
Chinese securities had a 
“great potential for fraud" 
and could lead to US inves- 
tors unknowingly funding 


the Chinese army. 

Mr Solomon and Mr’Fair- 
cloth have both introduced 
legislation that would man- 
date the creation of an Office 
of National Security within 
the Securities and Exchange 
Commission which would be 
obliged to make regular 
reports to Congress on bor- 
rowing by foreign govern- 
ment entities. 

“The communist govern- 
ment in China is in the 
midst of offering a whole 
string of their controlled 
businesses on the Hong 
Kong market, with the 
intent of listing them on the 
New York stock exchange,” 
said Mr Solomon. 

"We need a special watch- 
dog agency specifically com- 
mitted to making sure no 
entity can engineer fluctua- 
tions that could bring our 


had increased his concern. 

Roger Robinson, one of the 
architects of the Reagan 
administration's external 
economic policy, told the 
panel there was growing rec- 
ognition of the “80110118 
national security dimen- 
sions" of Russian and Chi- 
nese bond offerings and 
equity issues. 

He said the $ibn bond offer- 
ing planned by Gazprom, the 
Russian energy concern, 
next month was likely to be 
followed by another $5bn or 
more of debt offerings over 
the next few years. 

Partly for tactical reasons, 
the campaign by some 
Republicans to restrict Chi- 
nese access to the securities 
market has broadened its 
focus in recent days to 
include Russian borrowings. 


high on Capitol Hill because 
of the belief that Iran is 
using Russian technology to 
develop medium-range bal- 
listic missiles. 

Separately from the capi- 
tal markets initiative. 
Republicans In the House of 
Representatives yesterday 
resumed -consideration of 
nine anti-China measures 
which were put on hold by 
congressional leaders during 
last week's summit. 

But thq congressional 
demand which seemed most 
likely to win some satisfac- 
tion from the administration 
was the call for tougher 
action to avert the threat of 
Iran building ballistic mis- 
siles with Russian help. 
Three bills on this subject 
have attracted more than 100 
co-sponsors each. 

Two of the bills call on the 


administration to impose 
sanctions on Russian space 
and defence enterprises 
which are reported to be 
helping Iran. 

But the measure which 
would raise fewest problems 
in the administration is a 
call by Curt Weldon, a House 
Republican and expert on 
Russia, to protect US troops 
and allies in the region with 
enhanced anti-missile 
defences, improving on the 
Patriot system. 

Mr Weldon has said his 
bill will still be necessary 
even if the US succeeds in 
persuading the Russian gov- 
ernment to stop missile 
co-operation with Iran. To 
underline the point that the 
measure is not hostile to 
Russia, his bill includes a 
provision for US-Russian 
co-operation over anti-mis- 
sile defence technology. 


markets down," he told the 

Lending a hand to Peru’s poor 

A new bank is being set up to make small loans, writes Sally Bowen 


E ver since the 1986 
publication of Peru- 
vian Hernando de 
Soto’s influential study The 
Other Path, it has become 
fashionable to view Latin 
America's armies oF street- 
sellers and sweat-shops and 
the black or “informal" econ- 
omy in general as flip mani- 
festation of a thrusting 
entrepreneurial spirit 

“But for the majority of 
impoverished Latin Amer- 
icans, entrepreneurship is 
not a free choice: it's a mat- 
te: of survival,” says Mich- 
ael Ghu, Chinese-born chief 
executive officer of US-based 
Action intema d onal (AJ), a 
private, non-profit organisa- 
tion that works through aff- 
iliates in 13 iJitiTi American 
countries to create job 
opportunities. “The number 
of formal jobs is totally inad- 
equate and decreasing still 
further. What poor people 
want is to bring food to the 
table and bund a better life 
for their families - they are 
no different from other busi- 
nessmen.” 

Except in one respect Nor- 
mally. they are unable to 
borrow, for working capital, 
for materials or for expan- 
sion - except at exorbitant 
rates from loan sharks. 
Traditional banks lack 
both the procedures and 
the will to consider landing 
to the typical “informal" 
who has no collateral 
and, in any case, seeks 
only a tew hundred dollars 


for a couple of months. 

This Is now set to change, 
in Lima at least AI and its 
Peruvian subsidiary Action 
Comunltaria del Peru (ACP) 
are spearheading creation of 
Mibanco, Peru’s first and 
wholly privately funded 
micro-enterprise bank. The 
first 15 agencies in the capi- 
tal be open for busi- 

ness in the next three 
months. 

ACP has almost three 
decades of experience in 
helping small business: its 
plans to set up Latin Amer- 
ica's first “microcredit" bank 
were frustrated by the eco- 
nomic chaos and terrorism 
of Peru in the 1980s. 

Now, its $12m accumu- 
lated capital will give it a. 60 
per cent stake in Mibanco. 
AI has 7 per cent Profund - 
an established fund that in- 
vests in regulated microfm- 
anee Institutions In Latin 
America and the Caribbean 
- 19.8 per cent; and Pan’s, 
two largest home-grown 
commercial banks. Wiese 
and Gredito, 6.6 per cent 
each. 

Mibanco will draw on 
experience of neighbouring 
Bolivia’s Ban cosol, which 
beat Peru to become, in 1992, 
the first commercial micro- 
credit bank in Latin Amer- 
ica. Like Mibanco. it was 
founded on the successful 
lending experience of a non- 
governmental organisation. 
AI has a 12 per cent share. 

Bancosol’s record has been 


instrumental in persuading 
reluctant Peruvian commer- 
cial hsnkw that xmcrocredit 
can be profitable. It cur- 
rently boasts a 2L3 per cent 
return on assets. It has con- 
sistently figured among 
Bolivia’s three most profit- 
able banks and "is often 
referred to as the most sol- 
vent bank in Bolivia for its 
low debt-equity- ratio”, says 
Mr Chtu who recently 
became its first non-Bolivian 
president 

Bancosol counts 72.000 cli- 

Rates will be 
high but ‘below 
what loan 
sharks take 9 


eats In a national banking 
system of only 180,000 bor- 
rowers in a population of 
7tn: and all in under six 
years’ operations. Loans 
may average only $350 but 
that means Bancosol has - 
$50m out on the street and 
turnover is rapid. Loan 
approval is swiff and simple, 
with guarantees provided by 
four friends of the b o rrower. 

"Mibanco is similar to 
Bancosol in three ways,” 
says Mr Chn. “With the liv- 
ing. breathing portfolio Of 
30.000 clients ACP brings, it 
already has massive reach, it 
is economically viable and 
it's squarely in the Peruvian 
financial system." 


A CP’s president, Manuel 
Montoya, has big plans for 
the new bank. He estimates 
only 3 per cent of 3m local 
micro-entrepreneurs (who 
may be vegetable sellers, 
carpenters, tailors or arti- 
sans} now have access to for- 
mal bank loans. The others, 
if they can afford the exorbi- 
tant rates (between 2 and 20 
per cent a day), must turn to 
loan sharks who lurk around 
the large i .ima markets. 

Mr Montoya expects 
Mibanco to be han dlin g 
100,000 clients within two 
years. “This is a genuine 
business opportunity,” he 
says, estimating the poten- 
tial microfinance market in 
Lima alone to be around 
$lbn. “Of course, well have 
to provide the service the cli- 
ent demands. That could 
mean lending by the hour to 
traders, for example.” 

Rates will inevitably be 
high, as sceptics have been 
quick to point out even in 
advance of Mibanco’s open- 
ing. "True,” says Mr Mon- 
toya, “but they will gradu- 
ally fall with competition. 
But at present there is no 
formal alternative, and rates 
are ter below what the loan 
sharks take.” 

Convincing the commer- 
cial banks was still a tricky 
job. Sonia Goldenberg. who 
headed Mibanco’s technical 
committee for the year’s 
planning stage, says they 
were “very sceptical" and 
gives credit to a supportive 


President Alberto Fujimori 
for “having seen the oppor- 
tunity and accelerated the 
dynamics”. 

TTie philosophy is that the 
business of the poor is like 
any other. Well managed 
and with adequate financing , 
it will grow, and the busi- 
nessman will protect his cap- 
ital. Bancosol experience 
bears that out: debts which 
have had to be written off 
represent two-tenths of one 
per cent of all loans. 

“That’s a tribute to the cli- 
ents,” says Mr Chu. who 
comes to AI from the 
cut-throat world of indus- 
trial leveraged buy-outs in 
the US. “The average bor- 
rower may look like a 
cleaning lady to the average 
Latin American bank officer 
- but to us. she's a business- 
woman." 

“Microfinance is an earth- 
shaking discovery," he says. 
“Here, scale- is your friend. 
Every person, you reach 
makes reaching more people 
possible. With that economic 
firepower, you can mobilise 
the world's financial 
resources." • •• 

Which is what Bancosol 
has shown possible with its 
recent placements of certifi- 
cates of deposit in the capi- 
tal markets of Europe and 
the US. And, emphasising 
that lending to the poor 
really is good business, the 
Bolivian bank hac just paid 
fts first dividends to share- 
holders. 
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NEWS: ASIA-PACIFIC 


Court oil ruling hits Ramos reforms 


T be Philippine Sup- 
reme Court's contro- 
versial ruling y ester- 
day declaring the govern- 
ment’s deregulation of the 
oil Industry unconstitutional 
is a bitter blow to President 
fri del Ramos' economic 
reform programme. He may 
challenge the ruling which, 
if it stands, threatens at 
least $4 00 m, worth of invest- . 
ment in the sector. 

"The repercussions go way 
beyond the oil industry 
because it raises questions 
in investors' minds about 
what the rules are going to 
be in future liberahsatidns.” 

said Rey Marquez, executive 
director of the Philippine 
Institute of Petroleum, a 
trade association. 

The court's move casts a 
cloud over the weekend 
announcement hy Cesar 
Bautista, trade and industry 
secretary, that the govern- 
ment was hoping to 
announce next month pro- 
posals to liberalise hanking 
and financial services, the 
sugar, petrochemicals, and 
car sectors. 

These ambitions now 
appear optimistic fallowing 
the unexpected reversal of 


1 Philippine oil: long queue of investors 

Now 01 ! companies waiting to en 
since February's dc-reouU'ition 

ter the Philippines 

♦ Mobil 

' 

♦ Total 

- 

♦ P TT 


♦ Fctrcr.s 


♦ '..I- 


♦ : i 

/■ 

♦ S< .sc-' 


♦ Coastal 


Tils combined oil sector 
ir.vestnidn! at the eight 
companies over the next 
two years totals 5400m 

' \ 
u. . 

. -V 




oil deregulation only nine 
months after the measures 
were introduced. 

The industry had expected 
the court instead to lift a 
30-day price freeze on oil 
products which expires 
today and which it had 
imposed after popular pro- 
tests against prices rises. 

The deregulation package 


replaced subsidies with by 
market-determined pricing, 
and led to a slashing of 
import tariffs on both 
refined and crude aQ prod- 
ucts. At the same time, it 
paved the way for the entry 
of a raft of new companies 
innlniWn^ MnW l of fhp US, 
Total of France, PTT of Thai- 
land Petmnas of Malay- 


sia. Total said yesterday it 
would be putting on hold 
fresh investments until 
uncertainties were resolved. 

Opponents of deregulation 
such as trade unions say the 
legislation merely continued 
the dominance of a cartel of 
the country’s “Big Three” oil 
groups of Patron, the part 
state-owned company, and 
subsidiaries of Shell, the 
Anglo-Dutch group, and Cat 
tex of the US. 

The immediate outlook is 
imragnco uncertainty as the 
court did not specify an 
alternative regime. In the 
meantime, the urgent - need 
of oil companies to raise 
prices - at present they are 
based on an exchange rate of 
31.65 pesos to the US dollar, 
compared with yesterday's 
rate of 34.75 pesos to the dol- 
lar - will persist 

OH companies say they are 
f rating the pain of the peso’s 
collapse which they have 
been unable to compensate 
for by lifting prices. Last 
-week, Petron said it was 
fliaBlifng its capital expendi- 
ture for 1996 by 55 per cent 
to 3jftm pesos (yiOOm). Ear- 
lier, Shell said it was shelv- 
ing its expansion programme 


following the currency tur- 
moil and the Supreme 
Court's price freeze. 

"Any major investment 
will now have to be held 
hack until we know what 
kind of environment we’ll 
have to live with,” said Jean- 
Jacques Jung, president of 
Total, one of the largest new 
entrants to the sector. 

Under the 1987 constitu- 
tion, the Supreme Court was 
given what commentators 
say is excessive regulatory 
powers, which It has not 
been afraid to use. 

The president would like 
to curb the court's powers 
through constitutional 
amendments. But plans to 
achieve this were overshad- 
owed by a divisive campaign 
to change the constitution to 
allow Mr Ramos to run for a 
second term. This has effec- 
tively been buried and any 
changes to the court's pow- 
ers are unlikely to he 
addressed until after presi- 
dential elections next May. 

“The constitution opens 
doors to Supreme Court 
intervention in economic 
affairs which is one of the 
major arguments far amend- 
ing it,” said Julius Caesar 


Parrenas. director of a 
Manila-based think-tank. 

“Wonyingly too, populist 
pressures are rising now in 
the run-up to elections and 
the political process is begin- 
ning to slip away from 
Ramos." 

Such pressures were evi- 
dent last week when the 
House of Representatives, 
the lower house, dealt 
another blow to the oil 
industry. It threw oat a pro- 
posal to include the govern- 
ment's long-standing debt of 
2L6hn pesos to Petron, Shell 
and Caltex in the national 
budget for 1998 under the 
now defunct Oil Price Stabi- 
lisation Fund (OPSF), a 
buffer facility designed to 
shield consumers from 
global price movements. 

Given the increasingly 
febrile political environment, 
tiie unpopularity of the oil 
companies, and the eco- 
nomic gloom in the wake of 
the regional currency and 
financial markets crisis, 
many analysts think settle- 
ment of the OPSF obliga- 
tions will simply have to 
wait for a new government. 

Justin Marozzi 


Chinese trade team has high hopes of S Africa 


By James Hartfmg in Bojinfl 

Chin a has this week sent a buying 
mission to South Africa to sign 
contracts worth hundreds of mil- 
lions of -dollars as a prelude to 
normalisation of relations between 
the twbsountries. 

The trade delegation underlines 
China's dagernes s to seal South 
Africa’s switch in allegiance from 
Taiwan,; which Beijing regards as 
a renegade province. 

Shi Guangsbeng, vice-minister 
of foreign trade leading the del- 


egation, said: “We hope to lay a 
solid economic basis- for future 
co-operation after normalisation of 
bilateral relations”. 

Last "November. President Nel- 
son Mandela announced Pretoria 
would transfer diplomatic recogni- 
tion from Taipei to Beijing by the 
end of 1997. 

There had been speculation 
South Africa might fulfil its pledge 
to normalise relations during the 
Chinese mission’s visit, but it is 
now expected the signing cere- 
mony may have to wait until the 


year's end. 

"There will be a signing between 
now and the end of the year. China 
is keen to normalise relations with 
South Africa and we want to nor- 
malise relations with China, bat 
we also have to downgrade the 
relationship with Taiwan,” said a 
South African government repre- 
sentative in Bering. 

South Africa’s decision to sever 
ties with Taiwan and establish full 
relations with China was wel- 
comed as a diplomatic victory by 
Beijing, which has sought to ostra- 


Hm» the i«iiwi«i that cot its 
with the mainland after the Com- 
munist takeover in 1949. 

Andrew Ray, chief representa- 
tive of Nedbank in Beijing, said: 
“With recognition, China will feel 
much mare secure winking - invest- 
ments in South Africa in the raw 
materials that its industries need. 
South African businessmen, on the 
other hand, have an excellent 
opportunity to make the contacts 
they will need to catch up with 
their competitors in China.” 

Nedbank is expected to sign a 


$20m agreement with the China 
Exbn Bank to handle credits for 
the import of Chinese capital 
equipment into South Africa. 

China’s b uyin g mission is expec- 
ted to sign import contracts worth 
roughly S270m predominantly on 
purchases of diamonds, copper, 
cobalt. Iron ore, feed additive and 
steeL 

Chinese investment in South 
Africa is valued at more than 
glOOm; bilateral trade was worth 
Sl-35bn last year and is expected 
to grow by 18 per cent in 1997. 


Thai parties 
deadlocked 


By Ted Bardacfce 
hi Bangkok 

Thai political parties 
remained deadlocked yester- 
day over who to namp as a 
oew prime minister, as out- 
going premier Chavalit 
Yongchaiyudh prepared to 
band over his resignation to 
King Bhumibol Adulyadej 
this evening. 

Mr Chavalit and his cabi- 
net win remain as a care- 
taker government until a 
new premier is sworn in. 

Opposition leader Chuan 
Leekpai, bead of the Demo- 
crat party, was emerging as 
the consensus choice to lead 
a new government But the 
make-up of a coalition led by 
Mr Chuan, as well as who 
would be named to his cabi- 
net remained in doubt 

Democrat party officials 
were in negotiations with 
both the New Aspiration 
party and the Chart Pattana 
party, the two main parties 
in the current coalition. One 
of them will have to join 
with the Democrats in order 
for Mr Chuan to form a gov- 
ernment 

Thai stocks rallied for the 
second straight day an hopes 
that Mr Chuan and his party 
backed by prominent econo- 
mists and bankers would 
indeed form a government 
The stock market closed up 
1.8 per cent The Thai cur- 
rency weakened slightly on 
the uncertainty, closing at 
Bt38-95 to the US dollar com- 
pared to Bt38.60 on Tuesday. 

Politicians came under 
added pressure to break the 
deadlock when Dr Pradit 
Char oenthaita wee, one of 
King's Bhumibol’s physi- 
cians, said that the revered 
monarch, who Is the ulti- 



Hing Bhumpfbol: unwell 


mate guarantor of political 
stability and social peace in 
the country, was “sick” from 
worrying about the coun- 
try's political and economic 
situation. 

Dr Pradit claimed that an 
official statement from the 
palace on the king’s health 
would be made within days. 

Palace officials were quick 
to distance themselves from 
Dr Pradit’s assertion. One 
claimed that the king, 69, 
who has had heart surgery 
twice in the past three years, 
was fine. Another said Dr 
Pradit, who is also a political 
activist, had not examined 
the king for some time. 

Still, the claims, highly 
sensitive in an country 
where the king is revered by 
some as a living God and 
lese-majest6 laws are strict 
and enforced, were a sign of 
how potentially destabilising 
the political deadlock could 
become and the lengths to 
which some were willing to 
go to break that deadlock. 


NEWS DIGEST 


Vietnam frees 
businessman 

Authorities in Ho Chi Minh City have unexpectedly 
released from jail the former Vietnam country head of 
Hong Kong-based P er egr i ne Investments Holdings, held 
since April on tax evasion charges, the company said yes- 
terday. Use case against Nguyen Trung ’Drue, an Austra- 
lian businessman of Vietnamese birth, shook foreign 
investors when-ft began lastyear with a surprise po&Ce . 
raid on Peregrine’s offices. 

Peregrine set up its Vietnam unitin the early 1990s, 

with ownership split between the Hong Kong parent and 
Mr True and his Malaysian-born ^ wife. 

Police alleged that Mr True bad set up a series of illegal 
distribution franchises headed by family members to dis- 
tribute Mercedes-Benz cars and healthcare products made 
by Johnson & Johnson of the US. He has not been can- - 
victed of any offence. Jeratiy Grant, Bdnoi 

U ASEAN MEETING 


Central bank forum set up 

The Association of South Bast Asian Nations (Asean), the 
region’s top diplomatic club, has established an Asean 
central bank forum to formalise co-operation between 
member central banks and financial institutions such as 
the International Monetary Fund. 

Bank Negara, Malaysia's central bank, said that the 
bankers'? Inaugural meeting yesterday discussed supple- 
menting; IMF programmes but it did not mention directly 
a proposed Asian Monetary Fund. Japan is leading an ini- 
tiative to set up this regional fund, arguing the IMF can- 
not devote sufficient attention to monitoring Asian econo- 
mies and needs help. The US has expressed concern that 
such a fund could undermine the IMF’s influence inset- 
ting out conditions for economic reform which accom- 
pany packages of aid. James Synge, Kuala Lumpur 

■ BEIJING CONGRESS 


HK democrats seek seats 

Hong Kong’s Democratic party began to campaign for 
seats in China’s parliament yesterday with a call an Bei- 
jing to re v erse its verdict on the 1989 student uprising. 

The Hems Kong party is competing for seats in Beijing’s 
National People's Congress (NPQ. although Beijing 
regards the party as subversive and has excluded it from 
power in Hong Kong's post-handover government. 

Hong Kong’s 36 deputies to the NPC will be chosen by a 
424-member selection committee made up of local pro-Bet- 
jing politic ians and businessmen - the first time represen- 
tatives have not been appointed by Beijing. 

The Democratic party, fielding three can di dates, has 
called fore change in China’s constitution to end the 
Communist party's grip on power and set a timetable tor 
the development of democracy. Reuters. Hong 'Sans 
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Trade 
boost for 
shares in 
Malaysia 

By James Kynge 
in Kuala Lunpv 

Malaysia reported yesterday 
a better-than-expected trade 
surplus of Mjl.zbn 
(US$368m) for the month of 
September, spurring a mild 
rally on the local stock mar- 
ket. and driving the ringgit 
higher against the US dollar. 

But the positive news was 
tempered by a later 
announcement from May- 
bank, Malaysia's largest 
commercial bank, that it 
plans to raise its base lend- 
ing rate from 9.45 per cent to 
9.75 per cent from today. 
This, economists said, was a 
sign that inflationary pres- 
sures are gathering and that 
banks are having to compete 
harder to attract deposits. 

The trade surplus, which 
follows a MfLlSbn surplus 
in August, was just the sort 
of news Kuala Lumpur lias 
been looking for since the 
1998 budget, announced in 
October. The budget set 
forth a strategy to curb 
imports, boost exports and 
hope for trade surpluses 
which would restore confi- 
dence in the ringgit and, 
therefore, the local stock- 
market 

Yesterday, the ringgit 
jumped to around MS3-265 to 
the US dollar, up from 
around MJ3.32 before the 
trade figures were published. 
The Kuala Lumpur compos- 
ite index climbed 1.08 per 
cent to dose at 733.76 points. 

Economists noted that a 
21-7 per cent jump in exports 
was mainly reflected the 
ringgit's depreciation 
against the US dollar, rather 
thap a sign that the volume 
of exports has climbed 
shandy. But at least Imports 
had been kept in check, 
economists said, climbing by 
19.1 per cent This was partly 
because government pres- 
sure to keep imports down 
had already begun in Sep- 
tember, they added. 

Anwar Ibrahim, the dep- 
uty finance minister and 
fimwwi minister, told parlia- 
ment that Malaysia was 
reluctant to raise interest 
rates because this strategy 
was ineffective in Thailand 
and Indonesia in supporting 
their currencies. 

However, there are signs 
that domestic inflationary 
pressures are pushing local 
interest rates higher. The 
prices of many imported 
goods lave jumped to reflect 
the ringgit’s foB but, mare 
worryingly. the prices of 
domestic goods such as vege- 
tables and other food are 
also rising. 

. Maybank’s planned 
increase in its interest rate 
was a recognition that It 
could hold out no longer 
against this trend, econo- 
mists said. 


In a recent Computerworld survey of IT leaders, 
Deloitte Consulting was ranked one of the top five 
Systems integrators. Outperforming every Big Six 
consulting firm. "Deloitte is simply easier to deal 
with," analysis told Computerworld. At Deloitte, we’re 
proud that “user friendly" describes not only our 
computer systems, but also die people who create them. 

"DEFINITELY THE 
UP-AND-COMER." 



Deloitte & Touche Consulting 

Group 


Cbin reproduced wilh permission of CompaCtrworU. 1997. 
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NEWS: WORLD TRADE 


Boeing 
sweetener 
in Sabena 
contest 

By Michael Skapinker, 
Aerospace Correspondent 

Boeing of the US has offered 
to take an equity stake in 
Sabena Technics, the main- 
tenance and engineering 
arm of the Belgian airline, 
according to industry 
observers. 

The offer is part of an 
increasingly bitter battle 
between Boeing and Airbus 
Industrie, the European con- 
sortium, to sell up to 30 sin- 
gle-aisle aircraft to Sabena. 

The airline will announce 
nest month an initial coder 
for 13 aircraft, with the rest 
to be bought over the next 
decade. The order for all 30 
wiQ go to one manufacturer. 
Sabena will choose between 
the Boeing 737 and the Air- 
bus A320 family. 

Staff at Sabena Technics 
have taged the company to 
select the 737. The division 
specialises in servicing 737s. 
both for Sabena and for 
other airlines, although it 
does work on Airbus aircraft 
too. Staff fear that a decision 
to buy Airbus aircraft could 
lead to a reduction in 737 
maintenance contracts, 
resulting in the loss of 1,000 
Sabena Technics jobs. 

The division employs 2,300 
staff. About three-quarters of 
Its 737 maintenance work is 
done for other airlines. 

Swissair, which has a 49.5 
per cent stake in Sahara, is 
believed to be pressing the 
airline to buy aircraft from 
Airbus. This Is because 
Swissair and its partner, 
Austrian Airlines, have 
ordered Airbus aircraft and 
it wants all three airlines to 
have a common fleet 

Sabena said yesterday the 
retention at jobs at Sabena 
Technics would be an impor- 
tant consideration In 
choosing an aircraft sup- 
plier. It could not counte- 
nance the loss of 1,000 jobs. 
Sabena said that Swissair 
had made proposals which 
could lead to jobs being 
saved even if the Belgian 
carrier bought from Airbus, 
although it would not say 
what these were. 


US threatens EU over meat safety rules 


By Ned Buckley in Brussels 

The US may retaliate unless 
the European Union exempts 
it from meat safety rules 
which could block M4bn of 
US pharmaceuticals exports 
to Europe, Stuart Eize nstat, 
US State Department under- 
secretary, hinted yesterday. 

Speaking after talks with 
the European Commission, 
Mr Eizenstat said the dis- 


pute over EU rules dftri gned 
to prevent the spread of 
“ m ad cow” disease was the 
“biggest problem on the 
trade front” between Wash- 
ington and Brussels. 

He said the rules could 
lead to a shortage of vital 
medicines in Europe. 

The new rules, which 
come into force on January 
1, ban materials at risk of 
carrying mad cow disease, or 


BSE, from use for any pur- 
pose within the EU. 

These materials are usu- 
ally boiled up with cattle 
carcasses to make products 
such as gelatine and tallow. 
Derivatives of these are used 
in a high proportion of phar- 
maceuticals and cosmetics. 

To comply with the rules, 
EU slaughterhouses must 
remove the risk materials 
from carcasses at source. 


But the US says it is BSE- 
free and s hould not be forced 
to meet the same standards. 

Mr Eizenstat said $14bn of 
US exports could be blocked 
by the rules, but similar EU 
products would still be 
allowed into the US market. 

Although the US has 
already suggested it would 
mmpiafn to the World Trade 
Organisation unless the 
rules were changed. Mr 


Btawygfot refused to specify 
possible responses. 

But he added: “We cant 
stand idly by while Miltons 

nf drihare nf pharm*CE »tift»1a 

and cosmetics products 
which are completely safe 
can't come in.” 

The US responded to a 
1989 EU ban on imports of 
US beef treated with hor- 
mones by imposing punitive 
tariffs on European imports 


worth about $8Qm a year. 
The WTO this year declared 
- flip EUs ban on hormone- 
treated beef illegal. 

Mr Eizenstat m»ta the best 
way to solve the latest prob- 
lem was for Brussels to 
recognise the US as BSE-free 

and exempt it from the rules. 

But BansrEriedrich Bese- 
ler, htaA of the European 

fi nrto rlirpMOT- 


declared BSE-free as it dd 
have cases of scrapie, the 
sheep disease believed to be 
the origin of BSS in cattle. 

Mr Besder added that EU 
scientific experts had 
already ruled heat-treated 
tallow derivatives safe. But 
«n similar opinion has red 


Company chiefs lobby 
for fast-track approval 


By Nancy Dunne 
In Washington 

More than 60 chief executive 
officers from leading US 
companies flew into Wash- 
ington yesterday tor a 
last-ditch campaign to push 
through Congress this week 
President Bill Clinton’s 
request for new trade negoti- 
ating authority. 

The White House prepared 
to announce a new job 
retraining package and 
planned to trot out a number 
of Texas congressmen in 
support of the “fast track” 
legislation. Without “fast 
track”, which gives a prom- 
ise by Congress not to 
amend completed trade 
deals, the administration’s 
plan to negotiate trade pacts 
would suffer a possibly 
lethal setback. 


As part of Mr Clinton’s 
horse-trading, the White 
House reached agreement 
with House leaders on 
national education testing 
standards, opposed by 
Republicans. The Senate 
could vote today on the leg- 
islation. likely to pass with 
strong bipartisan support 
The outlook for the House 
vote tomorrow is more 
uncertain. The administra- 
tion has sought to build 
momentum, winning a pro- 
cedural vote in the Senate 
by more than 2-t But it lost 
a fight in the House, where 
members rejected an attempt 
to expand the North Ameri- 
can Free Trade Agreement 
to Include the Caribbean 
Basin countries. Lori Wal- 
lach of Public Citizen, a pub- 
lic action group, called the 
vote “a foreshadowing of the 


hostility to fast track' which 
exists in the House”. 

The opposition yesterday 
scheduled a series of press 
briefings by Hispaoics, envi- 
ronmentalists and human 
rights groups. In contrast to 
the CEOs, scheduled to fly 
out of Washington last 
night, leading opponents 
were camped out in Wash- 
ington mi HI after the final 
vote. 

Joseph Gorman, general 

chairman of America Taaria 

on Trade, a coalition of 
nearly 600 companies, yester- 
day labelled the op p os i tion 
“misguided". The business 
message to Congress, he 
said, was that jobs would be 
lost without “fast track”; foil 
employment was a possibil- 
ity if it succeeded. The coali- 
tion is spending on an 
advertising campaign. 



Joseph Gorman: the business message to Congress is *jobs 
win be lost without fast-track’ 


ICC to unveil rules for internet trade 


By Antfrew Jack in Paris 

The International Chamber 
of Commerce, the Paris- 
based business organisation, 
is today to unveil guidelines 
on how to conduct transac- 
tions securely over the inter- 
net - giving a strong boost 
to pjgr t mnic commerce. 

The self-regulatory guide- 
lines - known as “Guidec” 
or general usage In Interna- 
tional di gitally ensured com- 
merce - govern the use of 
digit al signatures to validate 
documents and the role of 
third parties to verify these 
signatures. 


They establish procedures 
to “ensure” messages - prov- 
ing they were issued by the 
organisation which claimed 

to aand than - and hpnnp 

render the information con- 
tained legally valid. 

That could open the way 
for many more individuals 
and companies to buy and 
sell goods and services and 
conduct other commercial 
transactions withou t Issuing 
paper documents. 

The ICC stresses the role 
of third party agents such as 
notaries who would hold 
lists of public “keys”, allow- 
ing ffie electronic messages 


to be deciphered and their 
senders verified. 

The guidelines c o tti p amid 
growing debate over the use 
of the internet for trade, and 
the importance of sending 
information which is safe 
from interception or manipu- 
lation by unauthorised indi- 
viduals. 

France’s new leftwing gov- 
ernment has pledged a mor e 
open system of regulation to 
penult com pani es to encrypt 
information sent by com- 
puter, after years of tightly 
restricting access to software 
which can encode docu- 
ments and evade intercep- 


tions by police and the intel- 
ligence services. 

The OECD is debating 
encryption issues, and the 
US Is considering easing its 
export restrictions on sophis- 
ticated encryption software 
which it considers a sensi- 
tive, defence-related product. 

The ICC hopes its new 
guidelines will become the 
global standard, just as its 
rules governing documen- 
tary credits have been estab- 
lished as the norm for thou- 
sands of daily transactions 
around the world. 

Ms Marla Livanos Cattaui, 
ICC secretary general, said: 


“We now offer to world busi- 
ness a set of detailed guide- 
lines that will help to 
cement the trust in business 
transactions over open net- 
works that is absolutely 
essential if the internet Is to 
fulfil its promise as a 
universal marketplace open 
to aH" 

The guidelines were devel- 
oped by a working party 
which included Deutsche 
Bank and Ericsson. They 
will be announced at an ICC 
conference in Paris, and dis- 
tributed on the organisa- 
tion's internet site (http:// 
wwwjccwbomg). 


NEWS DIGEST 

Central America 
seeks trade deal 


The leaders off seven Central American countries and the 
TVtfMtntnn PcmMitr vftstflrriflv be«an discussing a tree 


trade agreement whit* they hope will strengthen their 
email P f-npnmimi and bring increased economic stability 
to the region. 

The three-day summit in the Dominican Republic is 
tiring attended by the presidents of Costa Rica, the 
Dominican Republic, Guatemala, El Salvador. Honduras, 
Nicaragua and Panama, and the prime minister of Behze. 

i^qyipI Fernandez, the Dominican president, wants his 
country to be part of Central American efforts at eco- 
nomic I nt eg ra tion, and to join the Central American 
uanu The Central American countries want the Domini- 
can Republic to be more involved in the group’s economic 
plana, said Ricardo Arias, Panama’s foreign minister. 

The summit is also discussing co-operation in tourism, 
the protection of the environment, and fighting drug traf- 
ficking in the Caribbean. The Dominican Republic is also 
negotiating a free trade agreement with the 15-member 
Caribbean Community. Canute James, Kingston 


■ IT CONTRACT 

EDS in Portuguese venture 

Petrogal. the Portuguese oil company, has hired Elec- 
tronic Data Systems, the US information services group, 
to run its information technology operations for 10 years. 
The $140m deal is Portugal’s biggest IT outsourcing con- 
tract to Under the agreement EDS is to acquire the 
existing IT equipment at Petrogal. Portugal’s largest com- 
pany in revenue terms, and will be responsible for operat- 
ing, ynnintflining fln d upgrading all its information 
systems. Peter Wise, Lisbon 

■ AERO ENGINE ORDER 

Dowty to supply parts to GE 

Dowty Aerospace has won a HOOm order to supply engine 
rings to General Electric Aircraft Engines of the US. It is 
the largest order ever won by Dowty Aerospace's turbine 
wn einA mmpMMfnbi business, a w orld-leader in aircraft 
engine ringtechnology and rigid tube fabrication. 

Under the three-year deal, starting in 1999, TT Group 
subsidiary Dowty Aerospace will supply General Elec- 
tric’s major prying programmes with complete machined 
turbine engine components. International Staff 


NEWS: INTERNATIONAL 


Islamic boycott takes toll on Jordan election 


By Rageh Omaar, Amman 

Jordanians have elected a 
lower house of parliament 
overwhelmingly dominated 
by pro-government indepen- 
dent candidates representing 
local tribal interests. But the 
poor turnout in Tuesday's 
poll - reflecting a boycott by 
Islamic parties - has left 
open the question of what 
political strategy the Islam- 
ists will now adopt 
The election turnout 54.6 


per cent, was the lowest 
since the end of martial law. 
This was despite a national 
television appearance by 
King Hussein two hours 
before the close of voting 
reminding people of their 
responsibilities. 

Turnout in. the more politi- 
cised urban areas, the main 
strongholds for the Islam- 
ists, was much lower than 
the national figure. In sev- 
eral districts of the capital 
Amman, turnout was as low 


as 20 per cent and in one 
constituency in the northern 
town of Ajloun.the success- 
ful candidate was elected by 
2 per cent of the registered 
voters. 

The key question is what 
the Islamic Action Front 
which has the largest and 
most efficient party 
machine, now does. Ishaq 
Ferhan, the secretary gen- 
eral, said: “There is ample 
time to contemplate and 
study the overall political 


picture after the elections. I 
don’t envisage anything rad- 
ical in the short torn but 
(the IAF] cannot be absent 
from the scene." 

Members of the IAF and 
its political ally, the Moslem 
Brotherhood, believe their 
organisations have gained 
credibility in the eyes of Jor- 
danians and that they 
should use their numerous 
social and charitable organi- 
sations throughout the coun- 
try to capitalise on this. 


In particular they want 
the abolition of the 1993 
Electoral Law which in 
effect limits the number of 
seats they could hope to win. 
King Hussein has said this 
law may be reviewed, but be 
has ruled out any changes to 
the 1994 peace agreement 
with Israel which the 
Islamists also oppose. 

In other respects the elec- 
tions marked a step back- 
wards in Jordan’s democrati- 
sation programme. With 


only one woman MP in the 
previous parliament the fact 
that 17 women were running 
in these elections, more than 
in any other, led to predic- 
tions that their numbers 
would rise. Instead, the lone 
woman MP, Toujan Feisal, 
an anti-corruption c amp aign- 
erjost her seat She claimed 
the election had been rigged, 
with people voting without 
proper Identification and 
unregistered voting cards 
being accepted. 


Baghdad 

lowers 

tensions 

United Nations envoys 
yesterday delivered a mes- 
sage tO President Saddam 
Hussein from Kofi Annan , 
UN secretary -general, aimed 
at persuading Iraq to lift a 
ban on US arms inspectors, 
barred from weapons sites 
for a third day, agencies 
report from Baghdad. 

Lakhdar Brahimi of 
Algeria, head of a team of 
three UN diplomats, said a 
first meeting with Tariq 
Aziz, Iraq’s deputy prime 
minister, was held in “a 
good atmosphere”; another 
round of talks was due Later 
the same day. 

It was nuclear If the UN 
diplomats were to meet Mr 
Saddam, who sparked the 
current crisis with Ms deci- 
sion on October 29 to halt 
co-operation with US inspec- 
tors in the UN Special Com- 
mission (0NSCOM) for dis- 
arming Iraq. 

On Tuesday, Iraq pushed 
back Its deadline for the 
American inspectors’ depar- 
ture, originally set for lam 
today <22 00 GMT yesterday), 
until after the envoys return 
to New York next week to 
report to the Security Coun- 
cil, At the same time, the 
UN suspended flights of U-2 
surveillance aircraft over 
Iraq. 

Iraqi newspapers yester- 
day toned down defiance of 
the US and UN. “We are not 
against the Special Commis- 
sion and we do not object to 
the work it is entrusted to 
da," the Ba’ath party news- 
paper al-Thawra said. 


Iron hand on Uzbek cotton sector 


State takes up 
to 90 per cent of 
cash from crop as 
main source of 
budget revenue 

By Charles Clover 
In Tashkent, Uzbekistan 

U zbekistan's mone- 
tary stability 
appears to be spin- 
ning out of control after a 
second year’s poor cotton 
harvest. 

Cotton accounts for 40 per 
cent of exports and more 
than half of Uzbekistan’s 
gross domestic product, but 
this year projected revenues 
from cotton are significantly 
below expectations, and over 
the past few weeks, Uzbeki- 
stan's currency, the so am. 
has lost 20 per cent of its 
value on the black market. 

The financial disarray 
reminds many of the fruits 
of the previous year’s har- 
vest, when the central bank 
nearly doubled the money 
supply in a month to pay off 
the bad debts of cotton farm- 
era. 

When the inevitable result 
of this policy, currency 
depredation and inflation, 
began to appear, the state 
began to ration hard cur- 
rency and implement wage 
controls. These controls are 
now one year old and have 
led to a mass exodus of for- 
eign investors. 

Despite some early opti- 
mism about Uzbekistan's 
adoption of basic democratic 
and economic reforms in the 
early 1990s, some experts are 



An Uzbek boy works on the cotton harvest some 50 km south of Tashkent 


now railing the reform pro- 
cess a failure and the main 
reason for the failure, mean- 
while, starts with cotton. 

The Uzbek regime under 
President Islam Karimov is 
configured around expro- 
priating as much as 8090 per 
cent of the revenues from 
the country's annual cotton 
crc^> as the main source of 
budget revenue. 

But in so doing it has kept 
the formers insolvent, and 
perpetually dependent on 
infusions of Inflationary cen- 
tral bank credit to clear pay- 
ments arrears, and hence, 
the main source of Uzbeki- 
stan’s macro-economic Insta- 
bility. 

By owning of all 77 of 
Uzbekistan’s cotton gins, 
which turn raw cotton into 
exportable fibre, the regime 


remained the only buyer 
of raw cotton In the country, 
enabling it to dictate pay- 
ment terms to the country’s 
farmers, and keep a large 
chunk of the annual $L8bn 
in cotton revenues. 

The Uzbek regime, how- 
ever, disguises the scale of 
this practice for political rea- 
sons. 

While Bakhtiyar Khami- 
dov, the former Uzbek 
finance minister, insisted in 
an interview with the Finan- 
cial Times last summer that 
the country’s farmers 
receive 85 per cent of the 
world price for their cotton, 
numerous interviews with 
farmers, traders, and experts 
have revealed this figure to 
be spurious. 

“The price we get for our 
cotton is very, very 


low we are always in 

debt” said the management 
of the Istiqbal collective 
form in the Ferghana valley. 

The actual price the form- 
as receive works out to a 
little over one-third of the 
world price even at the offi- 
cial exchange rate and 10-15 
per cent of the world price at 
the unofficial exchange rate, 
which is the more appropri- 
ate measure, as few formers 
can buy hard currency at the 
official rate. 

Indeed, the Uzbek govern- 
ment has pursued a fairly 
obvious policy of simply 
printing the money to pay 
the formers at each harvest 

This year, the go v e rn ment 
has made a great fanfare of 
raising the price that the 
formas gBt by 60 per cent, 
but this exactly matches the 


depreciation of the currency 
at the unofficial rate. 

“An overvalued exchange 
rate Is an easy way to tax 
the export sector, in this 
case, cotton,” said Sbukrofla 
Mirsaidov, a former prime 
minister and now a noted 
critic of the regime. 

“Tax collection in the rest 
of the economy is so poor 
that the state must depend 
on cotton revenues,” said 
one Tashkent banker who 
asked not to be identified. 

Most farmers, meanwhile, 
say that' payments for their 
cotton are delayed, some- 
times for years. 

“The pattern of delayed 
payments in the cotton sec- 
tor is so pervasive that it 
can only be described as sys- 
tematic,” said a western 
agricultural economist who 
works in Tashkent 

But there are signs that 
the pressure for reform may 
be under way. 

President Karimov 
recently went cm television 
to berate his tap-level offi- 
cials fix' insufficient reforms 
in the cotton sector, saying 
that local officials “had no 
fall understanding of the 
essence of economic reforms 
in agriculture”. 

But the ultimate reform, 
breaking up and privatising 
the cotton ginning industry, 
seems impossible to contem- 
plate at this stage. 

What is the difference 
between the collective farms 
of the old Soviet Union and 
our forms today? - 

“I don’t see any differ- 
ence,” said Mr Mirsaidov. 
“The state has too much at 
stake in cot ton to give up 
control. ” 


UN backs 
cheaper 
HIV drug 
for poor 

By Cflve Cookson, 

Science Ecfltor 

The United Nations said 
yesterday ft would collabo- 
rate with drug companies to 
make Aids medicines more 
affordable in developing 
countries. 

The HIV Drug Access Ini- 
tiative’s pilot phase will be 
carried out in Uganda, Ivory 
Coast Chile and Vietnam. 

Three companies - Glaxo 
Wellcome of tire UK, Roche 
of Switzerland and Virco of 
Belgium - say they will defi- 
nitely take part Others, 
including Merck and Bristol- 
Myers Squibb of the US, 
Janssen of Belgium and 
Organon of the Netherlands, 
hope to join in later. 

According to the UN pro- 
gramme an Aids, 20m people 
in developing countries are 
infected with HIV, the virus 

that causes the disease, and 
1.5m have fall-scale Aids. 
But nearly all the drugs that 
can fight HTV and secondary 
infections accompanying 
Aids are sold in the industri- 
alised world, where fewer 
than 10 per cent of people 
with HIV live. Glaxo Well- 
came’s latest combination 
therapy far HIV costs almost 
56,000 a year in the US. 

The levels of subsidy made 
available by the manufactur- 
ers “will be defined by each 
company” UNAIds says. 

. Subsidies on some prod- 
ucts are expected to be 50 
pec cent or more. But the 
programme is not just about 
cutting drug prices, says 
Joseph Saba, its co-ordina- 
tor. 

ft also involves improving 
the health infrastructure, so 
that enough doctors and 
clinics are available to pre- 
scribe the drugs and monitor 
patients’ progress. This will 
be financed by national gov- 
emments, UN agencies and 
other Sources. 

The announmnent comes 
two days after a World Rani? 
report warned that it was 
too expensive to use new 
anti-HIV drugs in poor coun- 
tries. Instead, it said, all 
resources should be concen- 
trated on prevention. 


Sudan’s 

rebels 

demand 

plebiscite 

By Michela Wrong in Nairobi 

Sudan’s main rebel 
movement, buoyed by suc- 
cesses on the battlefield, is 
demanding that the Khar- 
toum administration make 
way for a national unity 
government and hold a ref- 
erendum on southern inde- 
pendence within two years. 

The demand, tabled at 
peace talks in the Kenyan 
capital, is likely to be 
rejected by military leader 
General Omar Hassan al- 
Bashir. It came as the US 
announced sweeping new 
sanctions against Khar- 
toum’s Islamic administra- 
tion. 

Washington said the mea- 
sures, which Include a 
freeze on Sudanese assets in 
the US and a ban on finan- 
cial transactions, were pun- 
ishment for Sudan's spon- 
sorship of terrorism and its 
destabilising activities In 
the region. 

But the announcement 
was also aimed at persuad- 
ing Sudanese officials to 
compromise at the Nairobi 
peace talks on ending the 
14-year civil war. 

The Sudan People’s Liber- 
ation Movement (SPLM) has 
proposed a referendum 
within two years on the 
future of the south. 

It also wants a govern- 
ment of national unity, 
embracing the Khartoum 
regime and the National 
Democratic Alliance, an 
umbrella group of southern 
and northern rebel groups. 

South Sudan, it says, 
should have a choice of 
becoming an independent 
state or remaining part of a 

u nited Sudan on the of 

o confederation of north and 
south Sudan under a central 
authority, it wohid be a sec- 
ular state, with Sharia law, 
the Islamic code rejected by 
southerners, suspended. 

SPLM officials said tb* 
proposals took Khartoum’s 
deleg ates by surprise, 
prompting a two-day hiafric 
in the talks. Foreign minis- 
ter All Osman Mohamad 
Taha has returned to Khar- 
toum for consultations. 


T 
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NEWS: UK 


Investigators ‘were not told’ of lawsuits against US helicopter and software companies 

V erdict on Chinook crash is challenged 


By Liam Haffigan and Jimnv Bum* 

The government has questioned 
the official cause of the Chinook 
helicopter crash which killed 25 
Nortnern Ireland intelligence 
experts tn June 1994, as new infor- 
mation emerged about Ministry erf 
Defence concerns over the aircraft 
George Robertson, chief 
minister, last week convened a pri- 
vate meeting of all defence minis- 
ters and senior defence ministry 
officials to re-examine the Royal 
Air Force's verdict: that the Mull of 
Kintyre crash in Scotland involv- 
ing the Mark n Chinook resulted 


from “gross negligence” by the two 
pilots. 

His move follows questioning of 
the outcome tn July by the House 
of Commons defence committee 
and strong objections from ex-RAF 
servicemen. MPs and s e r vin g RAF 
pilots have criticised the way the 
Chinook was rushed into service 
after being refitted by Boeing, its 
US manufacturer, complaining 
about Fadec, the software system 
which controls the aircraft’s 


Robert Key, a former minister in 
John Major's Conservative govern- 
ment, yesterday tabled parliamen- 


tary questions indicating that RAF 
defence ministry officials may 
have failed to produce all evidence 
relevant to the crash investiga- 
tions. 

Mr Key cited a US court case, 
relating to a 1989 Chinook crash, in 
which the UK ministry success- 
fully sued Lycoming turbine 
Engine division, the Fadec manu- 
facturer, far negligence. Lycoming 
last night confirmed it had lost the 
casa “This illustrates the minis- 
try’s concern over Fadec, but die 
case was not in the board of inqui- 
ry’s report, nor was its existence 
made known to the subsequent 


fatal accident inquiry,” said Mr 
Key. 

Mr Key rit e d a UK ministry 
action against Boeing, the air- 
craft’s US manufacturer, again 
relating to Fadec. Boeing last night 
confirmed the case was settled out 
of court 

“We need to know, before the 
new government decides on Chi- 
nook, if current ministers under- 
stand and have been briefed on the 
significance of the Fadec issue." 
said Mr Key. 

It also emerged last night that 
the UK ministry ordered a separate 
investigation into Fadec - again 


not referred to in any inquiry - 
which was partly carried out by a 
UK-based division of Electronic 
Data Systems, the US information 
technology services group. 

Discontent over the final “gross 
negligence” verdict has centred on , 
RAF regulations which stipulate I 
that deceased pilots can be blamed , 
only “where there is absolutely no I 
doubt whatsoever”. It is under- 
stood that Mr Robertson’s meeting 
included the two senior officers 
who overruled the original RAF 
board of inquiry conclusion - that 
the Chinook’s two pilots could not 
be blamed. 






Trucks waiting for ferries to France queued yesterday on a motorway twufaig to the south-east itn gfanfl port of Folkestone 

Anglo-French meeting will introduce Blair to dual diplomacy 

Jobs at top of summit agenda 


By David Buchan 
and John Kampfner 

At tomorrow's Anglo-French 
summit, Tony Blair, the 
prime minister, win have his 
first experience of the curi- 
ous pas de deux expected of 
leaders meeting France's 
“co-habitation couple”. 

The s ummi t gets off to a 
festive and simple start tills 
evening at Downing Street 
with Mr Blair throwing a 
reception to mark the start 
of the French theatre season 
in London, followed by a din- 
ner for President Jacques 
Chirac and prime minister 
Lionel Jospin. 

But tomorrow morning, 
the summit proper, at the 
top of the Canary Wharf 
building in London's fanner 
docklands, will start with Mr 
Blair meeting first the gaull- 
ist president, then the social- 
ist premier and then the two 
Frenchmen together. 
Finally, at the end of a 
crowded morning, the three 
leaders will be joined by the 
two countries' foreign, 


finance, defence and trans- 
port ministers for a brief ple- 
nary session. 

On a couple of issues 
which Britain wants to raise 
- preparation for the forth- 
coming European Union jobs 
summit and the course of 
defence industry restructur- 
ing in France - France’s 
cohabitation couple may be 
relieved at not having to talk 
at cross purposes in front of 
Mr Blair. 

The latter wants to press 
the need for the jobs s ummi t 
to address the issue of 
"employability” and to steer 
dear of nwrhatiiarip EU jobs 
targets. Likewise, Mr Blair 
will want to know what, if 
any, place exists for UK 
defence companies in French 
armament rationalisation, 
an issue that George Robert- 
son, the defence secretary, 
will explore in . more detail 
with his Erencb opposite 
number, Alain Richard. 

Ironically, on both these 
issues. Britain’s Labour 
prime minister probably has 
more in common with the 


ganiUst president than with 
his socialist counterpart. 

In operational as digtiuct 
from industrial terms, the 
Anglo-French defence rela- 
tionship is to be further 
ce mented with the si gnat u r e 
of a co-operation agreement 
between' the two countries’ 
armies. 

This follows similar 
accords between their air 
forces and navies in the past 
two years, and builds on the 
alliance forged on the 
ground in Bosnia. France, 
which remains outside 
Nato’s integrated wunmanH, 
wUl want to learn more from 
a Nato-insider like Britain 
how the affiance's command 
reorganisation is going. 

On European monetary 
onion, the roles are 
reversed, though according 
to UK officials, Mr Blair will 
reiterate UK’s “determina- 
tion to be involved in all 
issues relating to Emu” 
despite his government’s 
decision to stand aside at the 
single currency's birth. 

In rare unity, Messrs Chi- 


rac and Jospin jointly this 
week put up Jean-Claude 
Trichet, the Bank of France 
governor, as candidate for 
the presidency of the 
planned European Central 
Rank The Trichet candidacy 
“is not on the agenda", said 
a UK official yesterday. 

But Chancellor Helmut 
Kohl's recent offer to keep a 
seat on the ECB warm for 
Britain has not gone un- 
noticed in Paris, and French 
o fficials have hinted their 
leaders may feel that some 
UK approbation of Mr Tric- 
het may be worth discreetly 
canvassing. 

Overshadowing these 
issues in the popular mind is 
the French truckers' strike. 
Mr Riair called Mr Jospin on 
Wednesday to makp clear hfo 
displeasure at Paris’s failure 
to clear access to Calais and 
to settle compensation 
riahnc from mare than 1,000 
British drivers from last 
year's strike. 

Grand gesture. Page U 


Formula One I Heathrow’s hub 


row minister 
has racing link 


status at risk, 
says airline 


By Robert Poston and 
Nicholas Timmins 

The government was last 
night facing fresh contro- 
versy over its decision to 
exempt Formula One racing 
from a ban on tobacco spon- 
sorship with the disclosure 
that Tessa JowelL the public 
health minister, has close 
family links to the motor 
racing industry. 

Ms Jowell has overseen 
the review of tobacco adver- 
tising and sponsorship and 
confirmed yesterday that 
Formula One would be 
exempt from any ban. 

However, it merged that 
pht« bad sought and received 
clearance from Sir Graham 
Hart,- the Department of 
Health permanent secretary 
(chief official), far her par- 
ticipation In this work, 
because her husband, David 
Mills, was until recently a 
non-executive director of a 
Formula One company, 
Benetton Formula. 

As a lawyer in the City oT 
London firm of Withers, Mr 
Mills has dime considerable 
work for the industry, 
although he has recently 


rejected a lucrative deal 
because of the potential 
embarrassment for Ms Jow- 
elL He resigned from Benet- 
ton Formula on May 20, 
shortly after the general 
election, because he recog- 
nised there was a conflict of 
interest with his wife’s 
work. 

Ms Jowell sought the 
advice of Lord Nolan, the 
retiring chairman of the 
committee on standards in 
public Ufa, before continu- 
ing with the tobacco project 

It also emerged yesterday 
that tiie decision to e xem p t 
Formula One followed a 
meeting on October 16 
between Tony Blair, the 
prime minister, and Beraie 
Ecclestone, the most power- 
ful sum fa Formula One. 

The government was 
warned yesterday that Its 
initiative could torpedo the 
whole Of the EU directive 
harming tobacco advertising 
and sponsorship. Padraig 

Flynn, the ED commissioner 

responsible, described the 
proposal as “irrational” and 
said “the UK position could 
spell the end of the direc- 
tive”. 


By Arkady Ostrovsky 
in London 

London Heathrow airport’s 
role as Europe’s most impor- 
tant gateway is threatened 
by the UK government's 
neglect of the aviation 
industry. British Midland 
warned yesterday. 

Sir Michael Bishop, the 
airline’s chairman, said 
Britain would lose its role as 
a European business centre 
unless the. government 
changed its attitude. The air- 
line was responding to the 
government’s consultation 
paper cm an integrated trans- 
port pohey. 

“Continuing the current 
strategy means the risk of 
Heathrow being displaced as 

Europe’s most Important 
gateway becomes ever 
greater.” Sir Michael said. 
“The consequences of this 
would be catastrophic.” The 
warning came as KLM, the 
Dutch airline, reported dou- 
bling its profits in the first 
half of the year to Fll.fl7Zm 
($5.7bn). “ELM’S outstanding 
results show that Schiphol is 
yiciring out large amounts 
of traffic from the UK,” Sir 


Michael said. He added that 
congestion at Heathrow and 
poor links with UK main air- 
ports meant that businesses 
based outside the UK pre- 
ferred to use airports on the 
European mainland. 

He said the Dutch realised 
that Schiphol was a national 
asset and continued to 
invest in its infrastructure. 
UK aviation, on the other 
hand, “has been ignored by 
policymakers for too long - 
it is the forgotten piece of 
the transport jigsaw". Sir 

Mtohapl galfl 

“Access to some of our 
busiest airports is deplor- 
able.” Sir Michael added. Of 
16 big British airports, only 
Birmingham, serving the 
UK's second largest city, is 
connected to a high-speed 
rail UnV 

• Flights to and from Lon- 
don Heathrow were delayed 
last night after Virgin Atlan- 
tic flight VS024 from Los 
Angeles, an Airbus carrying 
98 passajgers and 16 crew, 
an emergency landing 
after developing undercar- 
riage problems. Six people 
suffered minor injuries dur- 
ing the emergency. 


UK NEWS DIGEST 

Breakdown hits 
trading system 

Share trading was halted yesterday morning as the 
London Stock Exchange’s electronic trading system suf- 
fered its first big failure. A computer breakdown caused 
the shutdown of the Market Information T.inV, 

which broadcasts prices a nd trading information fa the 
market 

The failure affected not only the electronic order book, 
an automated tra ding system introduced last month, but 
also the more traditional Seaq quote system which la still 
ngf»d for trading aharoa tn Bmai) and medium-sized compa- 
nies. 

Stock exchange officials were at pains to explain that 
the problem lay in the LMIL, not in the new order book 
system, which has come in for criticism from many trad- 
ers since its introduction on October 20. George Graham 

■ MILLENNIUM ‘BOMB’ 

Reuters unveils compliance plan 

Renters, the international news and financial information 
services group, yesterday unveiled extensive plans to cope 
with the “millennium bomb”, computer programming 
problem w hich thraatans to disrupt business and social 
life after the turn of the century. 

In the next few days it will send information packs to 
some 50,000 customers and suppliers throughout the 
world. The intention is to explain what Reuters Is doing 
to bring its core systems up to “millennium compliance” 
and help suppliers and customers to modify their own 
software and hardware. 

Martin Vickery, international director of the group’s 
millennium compliance programme, said he could not 
rule out cutting off suppliers who did not take action to 
ensure their own systems were compliant Re said Reu- 
ters had been modifying its systems since the middle of 
1996. Its chief problem in working with customers and 
suppliers was the poor response to correspondence about 
the issue. 

Reuters says it is particularly exposed because of the 
large range of suppliers from which it buys systems and 
information and the international customers to which it j 
distributes news and information. Alan Cane 

■ MANUFACTURING 

Output up 1.7% over quarter 

The Office far National Statistics announced yesterday 
that factory output increased by a seasonally adjusted 0.2 
per cent in September. But it also revised August’s figures 
to show a 0.4 per cent decline rather than the 0.1 per cent 
drop originally expected. 

Taking the third quarter as a whole, manufacturing 
output was 0B per cent up on the previous quarter and L7 
per cent higher than fa the same period a year before. 
Output of investment goods - notably computers - rose 
strongly, although production of durable consumer goods 
fell Industrial production, which includes manufacturing, 
utilities, mining and quarrying, rose 1.3 per cent in the 
latest quarter. Robert Chote 

■ NORTHERN IRELAND 

‘Death squad 9 alert by police 

About 20 people have been contacted by Northern Ireland 
police in the past six weeks and warned that therr lives 
were at risk because details about them were in the hands 
of Protestant “loyalists”, Gerry Adams, Sinn F£m presi- 
dent, said yesterday after meeting Adam Ingram, the UK 
minister responsible for security in the region. Sinn Fdin 
is the political wing of the Irish Republican Army. 

Mr Adams alleged that collusion between members of 
the security forces and loyalist “death squads” was 
behind the danger to people, including a number of Sinn 
Ffein councillors. Mr Ingram said the fact that the police 
were taking the threat seriously was evident by the warn- 
ings they had issued but he insisted there was no evi- 
dence to show there had been collusion. 

■ UFFE 

Go-ahead for new building 

The government has decided that planning permission for 
a new building to house the London International Finan- 
cial Futures and Options Exchange should be granted by 
Tower Hamlets, tbe municipal authority which contains 
the proposed site of Sphalfields. 

The decision concludes a government review prompted 
by local opposition. Availability of the Spitalfields site 
was a key factor in Liffe’s derision to remain in the City 
of London. 

Desertions by leading investment hanks to other sites, 
such as Canary Wharf in the redeveloped docklands, have 
gradually eroded the dominance of the City as London’s 
financial huh. 

“[The announcement] was like a kick in tbe teeth,” said 
Jill Cove, a spokeswoman for the Save Spitalfields Cam- 
paign, an association of residents and businesses. “It 
makes us wander why tbe review was announced in the 
first place.” Ranter Iskandar 


Royal Opera turns to supporters’ cash for survival 


By Antony Thomcroft hi London 

The Royal Opera House wants to 
use money contributed by rich sup- 
porters for the redevelopment of 
Covent Garden to. stave off the 
financial crisis tbaUriD overtake it 
within 10 days unless it finds sev- 
eral million pounds’to balance its 

books. . 

Under plans being drawn np by 
Lord Chadlington. the company’s 
chairman, some of the STOn 
($il6m) contributed to the rebuild-. 
ing appeal would be used to cover 
revenue losses, allowing tbe opera 
horn* to balance its hooks by the 
Arts Council's November 12 dead- 


line. 

Using the money to meet a 
short-term crisis would require the 
co-operation of the benefactors, the 
approval of the Covent Garden 
board and of the Arts Council If 
there is sufficient agreement. Lord 
PhnriWngtnn, chairman of Covent 
Garden, hopes to announce a 
reprieve today. 

In the early 1990s the Royal 
Opera House produced small sur- 
pluses. Then events conspired to 
seed it remorselessly into tbe red. 

Suddenly, corporate sponsorship 
of opera and ballet seemed expen- 
sive and unrewarding. Instead of 
receiving £7m a year from busi- 


ness, the company saw income 
sink to its c u rre n t level of about 
£5m. Audiences, caught in the 
recession, reacted against increas- 
ing seat prices. Attendances, which 
had exceeded 90 per cent of capac- 
ity. fell to nearer 85 per cent 

But most significantly, the gov- 
ernment started to reduce its 
awnnai gram to the Arts Council, 
and the council was forced to 
freeze* Us subsidies to clients, of 
which the largest is the Royal 
Opera House. For five years its 
grant has been stock at £l4_am. or 
about 34 per cent of Its income. 

Problems have deepened since 
the company quit the Royal Opera 


House in July to make way for a 
2'A-year £21 4m redevelopment of 
the building. Its first two pro- 
grammes as a touring company 
lost money - a £7S,ooo shortfall 
following the Royal Ballet’s season 
in west London, and a £140,000 defi- 
cit from tbe Royal Opera’s perfor- 
mances in the City of Ijnndan. The 
current production of The Merry 
Widow in London's West End is 
also performing below target 
On Monday. Chris Smith, chief 
minister for culture, asked Sir 
Richard Eyre, former artistic direc- 
tor of the Royal National Theatre, 
to conduct an inquiry into the 
future of opera in London, with the 


preferred option that English 
National Opera should quit its 
home at the Coliseum and move 
less than 1km to share Covent Gar- 
den when the building reopens in 
December 1999. 

Although Lord Chadlington and 
Mary Allen, general manager of 1 
the Royal Opera House, have given 
a cautious welcome to the inquiry. I 
it has not found favour with some 
contributors to the redevelopment | 
appeal, who thought that they 1 
were creating a new home for the I 
Royal Opera and the Royal Ballet, 1 
and not to a building which will I 
operate as an independent 
company. ! 
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TECHNOLOGY 


Dry-cleaners are in a spin over which solvent to use, writes Damian Carrington 


Worth Wa 


T he dry-cleaning industry 
is in something of a spin. 
Its favoured solvent, 
perchloroethylene (PCE), 
faces being regulated into obscu- 
rity as it comes under increas- 
ingly unfavourable health and 
environmental scrutiny. 

In the US, a “clean-up" tax on 
PCE of double its cost is common 
and in California, where PCE is 
considered to be a known carcin- 
ogen. mandatory labelling is in 
force. In Germany, dry-c l ea n in g 
shops are now forbidden to share 
premises with anyone unless 
their interior walls and ceilings 
have been lined to prevent emis- 
sions. In the UK. PCE waste must 
be disposed of by a responsible 
agent. 

Yet it is only a few years since 
the previous solvent of choice, 
Fl 13. was effectively banned 
when the Montreal Protocol 
ended the production of chloro- 
fluorocartxms - or CFCs. 

These treads have encouraged 
a host of new technologies. 

Despite its name, dry-cleaning 
always uses a liquid to dissolve 
and carry soil away from clothes. 
A good solvent must obviously be 
an effective cleaner and must not 
swell clo thing fibres, the cause of 
the misshapen mishaps that the 
home laundering of delicate gar- 
ments can lead to. But the Ideal 
solvent should also be cheap, 
recyclable, non-flammable, non- 
toxic and not detrimental to the 
environment. 

Carbon dioxide, long coveted as 
a solvent by chemists, meets all 
these criteria except perhaps the 
most vital one - it is very poor at 
dissolving common clothing soils. 
Furthermore, the carbon dioxide 
must be pressurised to liquefy it 
at room temperature. 

But two companies think they 
have overcome these problems 
and are promising commercial 
dry-cleaning systems next 
year. 

The first breakthrough came 
when Joseph DeSimone, a chem- 
ist at the University of North 
Carolina, discovered two groups 
of polymers that could dissolve 
appreciably in carbon dioxide, 
□uoropolymers and polysilox- 
anes. 

To endow these with detergent 
properties, segments which 
attract oils or salts were added to 
their ends. These segments sur- 
round the soil molecule in a gar- 
ment and trap it. At the same 
time, the polymer "tails" stick 
out in all directions like a pom- 
pom, enabling the whole congre- 
gation. or micelle, to be soluble 
in carbon dioxide and be carried 
away. When the pressure is sub- 
sequently released, the carbon 


Thumping the 
cleaning tub 



dioxide evaporates and the deter- 
gents and soil fall out 

The patented chemicals now 
form the basis of the proprietary 
Mi Care detergent package pro- 
duced by MiCell Technologies of 
North Carolina. "We have the 
detergents. Now the American 
Dryer Corporation is building a 
machine around them for us. 
which will be conventional in 
design with a rotating basket” 
explains Bradley Lienhart MiCell 
president 

However, the system needs to 
run under about SQOpsi of pres- 
sure, the same as a fire extin- 
guisher. Industry observers 
believe the size and cost of suit- 
able equipment could be prohibi- 
tive. but a new design has solved 
that problem, believes California- 
based Global Technologies LLC. 
the exclusive licensee of the Dry- 
Wash process from Hughes Air- 
craft Company. 

This technology has kept 
machine costs comparable with 
other dry-cleaning systems by 
removing the need for a rotating 
drum, which would be expensive 
to pressurise. 

Instead, the clothes are cycled 
around the outside of a perfo- 
rated basket by high-speed jets of 
liquid carbon dioxide. As the gar- 


ments accelerate, a pulling effect 
loosens attached soils. 

But some commercial problems 
remain, believes Michael P alin. 
head of materials research at UK- 
based consumer goods tester 
Satra. “In chemical terms carbon 
dioxide is a rotten solvent, so it 
needs enhancing. MiCell has 
done that but, at present, the 
detergents are exclusive to dry 
cleaning which will make thwn 
expensive." 

As for the DryWash system, 
the strong jets caused a bit of 
fihre damage in one demonstra- 
tion. says Mr Palin, but be does 
not see anything wrong with the 
system in principle. It may, how- 
ever. need to harness MiCell's 
work on detergents to be folly 
effective. 

I ronically, the use of water is 
becoming more common in 
the dry-cleaning industry - a 
number of “wet-cleaning” 
systems are already in commer- 
cial use. These limit the danger 
of shrinkage In a number of 
ways. 

Microprocessors can precisely 
control the washing temperature 
and spin speeds and can also 
closely monitor the humidity of 
the clothes during drying by 


measuring their electrical con- 
ductivity. The CTiagghig of fibres 
can be limited by “padding" them 
with high molecular weight poly- 
mers which infiltrate the 
fabric. 

One of the leading systems is 
Aquatex, produced by JLA in 
Harrogate, which claims the sys- 
tem can clean any garment This 
has been widely questioned. 

“Nobody 1 know who has stud- 
ied wet-cleaning believes it can 
be a 100 per cent replacement for 
dry-cleaning." says Hal Homing, 
editor of National Clothesline, a 
US trade magazine. “However, 
developments now mean that a 
greater proportion of garments in 
water can be processed this 
way." 

Even wet-cleaning has received 
criticism that some of the addi- 
tives used can he pollutants. 

And. whether carbon dioxide or 
water are used as alternatives to 
PCE. Investment in new plant 
equipment would be necessary. 

The dry-cleaners' “dream sol- 
vent” would simply replace PCE 
in gristing Tnarhirum Rye ex, a 
New York-based company, claims 
to have such a solvent based on 
a newly-developed aliphatic gly- 
col ether molecule. It is non-toxic 
and non-flammable, says Bill 


Hayday. Rynex president and 
currently in beta site trials. 

But David DeRosa, dry- 
cleaning spokesman for Green- 
peace USA, is dismissive. “It is 
largely wish fulfilment" he 
claims, “because it is exactly 
what the industry wants to get 
us and the government off its 
back." 

The original dry-cleaning sol- 
vent was white spirit but its 
flammabffity led it to be replaced 
by PCE. Newly-formulated, non- 
flammable hydrocarbon solvents 
are being produced by Exxon, 
Shell and Esso and these have 
exploited some of the trend away 
from PCE dry-cleaning. 

“It seems to be a very good 
system, especially for delicate 
garments," says Nicholas Mar- 
shall, editor of Laundry and 
Cleaning News, an international 
trade magazine. “The downside is 
that it has to be very carefully 
managed. Even thou gh it h«« a 
high flashpoint, other chemicals 
used by dry cleaners can alter 
the flashpoint significantly." 

Gr ee npeace claims some explo- 
sions have already occurred in 
the US and that the hydrocarbon 
solvents are toxic and smog pre- 
cursors. 

The development and uptake of 
the new technologies will be 
driven by the growing pace of 
regulatory pressure being placed 
on PCE. Greenpeace claims 
studies show that PCE is hazard- 
ous to nervous and reproductive 
systems, as well as resulting In 
the production of extremely toxic 
dioxins during its manufacture. 
The US Environmental Protec- 
tion Agency considers it an air 
pollutant and the World Health 
Organisation’s International 
Agency for Research in Cancer 
classifies it as a “probable human 
carcinogen”. 

But IC1 Chlor-Chemicals, the 
main UK manufacturer of PCE, 
denies there are problems. If used 
responsibly and within occupa- 
tional exposure limits, it says, 
PCE “has minimal environmental 
and health effects”. 

Nonetheless, it is widely felt in 
the industry that PCE will even- 
tually be replaced. 

Even if only first-generation 
PCE cleaning machines (which 
require direct human contact 
with the chemical and which 
release high emissions) and those 
using the CFC FI13 are required 
to be replaced, this accounts for 
more than 30 per cent of US and 
UK dry-cleaners. 

But while no single new sys- 
tem has sufficient technical 
advantage to d omin ate as a sub- 
stitute, only ttmp will tell which 
solvent cleans up the market 



Antibody picks up 
prion Infections 

Prions, the infectious particles 
that destroy the brains of 
people with Creotzfeldt -Jakob 
disease, cattle with BSE. and 

sheep with scrapie. are one of 
the hottest areas of medical 
research. This year’s Nobel 
Prize for Medicine went to their 
discoverer, U5 biochemistry 
professor Stanley Prnsiner. 

- The conversion of normal 
prion protein to the 
disease-specific form is central 
to these diseases. Now Bruno 
Oesch of Prkmics, based at the 
University of Zorich, and 
colleagues have defined a tool 
for understanding prions: a 
monoclonal antibody that can 
discriminate between the two 
forms. In this week’s Nature 
they describe foe antibody, 
which could be used to 
diagnose prion diseases at an 
early stage. With its high 
sensitivity, it may also be used 
to test mirk and red meat from 

nnhnnk for pTURQ infectivity. 

Bruno Oesch, Prionics. 
Switzerland ; tel 13645060. faz 
13645061 email 
oescteafttfoMnizh-ch 

Measuring the 
frame drag effect 

Eighty years ago, Albert 
Einstein predicted an effect 
known as “ f r am e dragging," in 
which space and time get 
pulled out of shape near a 
rotating body. 

Conventional methods have 
been tmaWa to measure this 
effect, but a team of US 
scientists wzB announce today 
that they see evidence of frame 
dragging in discs of gas 
swirling around a blade hole, (a 
once-massive star heavily 
compacted by an explosion). 

The discovery will be 
unveiled at a meeting of the 
American Astronomical Society 
by Wei Cui of MIT, Nan Zhang 


• Andrew Baxter 


of Nasa’s Marshall Sparest 

Center, and Wan Chen of the 

University of Maryland. 

The US team used recent 

observations by Xra y ... 

astronomy satellites, including 
Nasa’s Rossi X-ray Timing 
Explorer, to confirm Einstein s 
prediction. 

Nasa, US: tel 2055441672. 

email 

johrUiaeatie^ttsfcruisa^w 


Downside of 
ethanol feels 

Ethanol is often added to petrol 
because it reduces emissions of 
hydrocarbons and carbon 
monoxides, improving air 
quality. But it also increases 
the release of other pollutants, 
according to research by the US 
Energy Department's Argonne 
National Laboratory. 

A recent field study in 
Albuquerque, New Mexico, 
published this month In 
Environmental Science & 
Technology, showed that use of 
ethanol Axels leads to increased 

levels of toxins called 

aldehydes. These react with 
other chemicals in urban 
atmospheres to form 
peroxyacyl nitrates (PAN), 
•which is toxic to plants and can 
irritate the eyes. Argo erne 
scientists found that, in the 
right conditions, PAN can last 
for many days in the air. 

Argonne National Laboratory. 
US: tel 6302525501, email 
tijpelkie@anLgov 

Antidote for angel 
dust overdose 

Scientists have created an 
antidote to the powerfully 
addictive drug PCP or “angel 
dost". Users of the drag think 
they are Invincible, can lash 
out violently and are unable to 
feel pain normally, writes 
Marjorie Shaffer. 

In an animal study at the 
University of Arkansas School 
of Medicine. Michael Owens, 
professor of pharmacology and 
colleagues created an antibody 
fragment that counteracts the 
effects of an overdose of the 
drug within minutes. 

Owens says his study is the 
first report of an antidote to 
PCP. Angel dost was once a 
widely-used street drug, but has 
been supplanted in the last 
decade by crack cocaine. 

Michael Owens, University of 
Arkansas. U& tel 5016865487 
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THE UNITED REPUBLIC OF TANZANIA 

National Bank of Commerce (NBC) 1997, Ltd. 

and 

National Microfinance Bank (NMB) 

The Presidential Parastatal Sector Reform Commission on behalf of the Government 
of Tanzania announces the reoiganisation of the National Bank of Commerce into 
NBC 1997, Limited and the National Microfinance Bank as of 1 October, .1997. 

The Government seeks to recapitalise the banks entirely from non-government 
sources to meet minimum regulatory capital requirements by March 1998. It 
therefore seeks expressions of interest from strategic investors for each of the banks. 
The Government will retain a minority share for distribution to the public through an 
IPO, once a 2-3 year track record of profitable, prudent growth has been 
demonstrated. Government does not wish to participate in management or the Board 
of Directors of either bank. 

NBC 1997, Limited, has 35 branches and pro forma deposits of approximately 
Tshs 200 billion ($317 million). It is the country’s largest commercial bank 
offering a full range of wholesale, retail and international banking services. 

NMB has 95 branches and pro forma deposits of approximately 
Tshs 140 billion ($222 million). It is the country’s second largest bank with 
significant customer base throughout the countiy, including in all the major 
urban centers. 

To receive additional information on the opportunity, interested commercial banks 
and investment banks should complete a confidentiality agreement available upon 
request from: 

Mr George F. Mbowe, Executive Chairman 
Presidential Parastatal Sector Reform Commission 
2nd Floor Sukari House, Sokoine Drive/Ohio Street, P.O. Box 9252 

Dares Salaam, Tanzania 
Fax: (255) 51119778; 113065/6 
Telephone: (255) 51 115482; 117 988/9 
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ARTS 


I n these days when few 
nnectors like to leave their 
audience any scape far mis- 
understanding their mas- 
terwori ^. you can teD a lot 
about a movie character stonily 
from his or her.namewTbe two 
brothers intent on ^flowing up 
half of Los Angeles , in John 
Woo’s FocclOff are si gpan^ no t 
by their rumbling ga% or grim 
expressions, but fciy gieir omi- 
nous designations: Castor and 
Pollux Troy. 

Castor (Nicolas Cage) leaves a 
very nasty taste in the mouth: 
true, he loves baby bother Pol- 
lux - he ties up his for 

him, organises his drug regime 
and relishes his unEke^ genius 
for bomb design. But that is 
where Mr Nice Guy ends. The 
rest of the time he. is.eyO incar* 
hate, scarcely pausing to con- 
sider the effects of his killin g FBI 
agent Sean Archer’s (John Tra- 
volta) five-year-old son. 

Big mistake. The wholesoxnely- 
monikered Archer goes after Cas- 
tor with the wrath of Agamem- 
non and, in the pyrotechnic plane 
chase which opens the Aim 
hunts down and alimfaiatea his 
enemy. Or so it seems; the trou- 
ble is, Pollux is the only one who 
knows where the LA bomb is, 
and be is not going to tell the 
police. But if Archer, could some- 
how impersonate Troy senior, 
with the aid of identity-swapping 
surgical techniques... face/off, 
suspension of dlsbehef/on. 

Woo is widely lauded as one of 
the world’s leading action direc- 
tors. although his vivid choreog- 
raphy can seem ludicrous to 
those not accustomed with the 
excesses of the martial arts film 
tradition. In Facet Off be tries - 
and fails - for something more 
profound; a psychological study 
of two men, one as good as the 
other is evil, as they swap roles 
and lives. 

Yes. the elder Troy, who has 
been kept , .alive, manages to 
acquire Archer’s face (don’t even 
ask). He becomes the FBI agent, 
manipulating; events so that 
Archer (now played by Cage) lan- 
guishes in. prison where the 
inmates .wear: gravity boots and 
watch turgid nature films on a 
giant screen ,-all .day. a Mnd of 
lncarceration-by-BBC2. 

There are shards of a good idea 
here: Archer's wife (Joan Allen) 
finds the “new” version of her 
husband alluring,. lively, sexier 
than the grid-stricken emotional 
sfrpll of a man she has been liv- 
ing with. This is not a good 
advertisement for moral probity. 
But this theme is underdevel- 
oped. making way far the sump- 
tuously-shot violence that is this 
director's signature: in one typi- 
cal instance Woo finds beauty in 
the most casual of bullet rico- 
chets, as a languid slow motion 
spray of sparks fills the screen. 

But this is ultimately not 
enough. - S em e * ytritwr ? - 
gious imagery to the Climactic 
shoot-out adds noting to the hol- 
low psycho-drama* apd -Woo .even 
loses Ids touch with the action in 
a somewhat peffarictbr? ppwar; . 
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Suspension of tfisbeOef: fficotas Cage and John Travoita In John Woo’s ‘Face/Off 


Cinema/Peter Aspden 


Hollywood double trouble 


boat chase. There is some non- 
sense with mirrors, as if imagery 
alone can atone for. lack of psy- 
chological depth, and finally, 
Troy falls. . 

Travolta and Cage battle man- 
fully throughout, and the set 
designs are almost worth the 
price of admission; but at the mid 
of 138 minutes, you might feel a 
line like “They're bringing in 
their top surgical team from DC 
- you're going to be OE” is 
unforgivably feeble. 

Bizarrely, Maximum Risk sees 
another Hong Kong action direc- 
tor, Rtogo tackle another 

identity-switch (twins Alain and 
MikhafJ Moreau, both played by 
Jean-Claude Van Damme) in pur- 
suit of another, character with a 
give-away name: Alex Bohemia. 
But this is not quite as it sernns. 
Alex is a sexy waitress. Bohemia 
is a night club. Alain, trying to 
make sense of a contorted Rus- 
sian Mafia aum and it ching for 
action, lays toe waitress and lays 


. .BuLacac and violmice is not 
enough: be also feels toe need to 
bond with the dead twin brother 
from whom he. was separated at 
birth. Van rijlrmre eanotas, in his 


limited kind of way, with his best 
friend anH bin r p ot hg r (a surpris- 
ingly classy support cast of Jean- 
H agues Anglade and Stophane 
Audran). There is, at least, some 
recognisable human need here, 
although the whole project is a 
bttle crude in its conclusions. 

• Not for the first time, it is to 
the week's French release that 
one must look for a more vivid 
portrayal of the ordinary sensflxfl- 
ities of everyday folk. Not that 
the characters in Sandrine Veys- 
set’s Will It Snow For Christinas? 
live in orthodox circumstances; 
far from it 

. A mother lives with her seven 
liingitiwiate rWHrgn an a farm in 
toe south of France. Their father 
owns the ft™, but lives with his 
legitimate family elsewhere. 
Although. he treats toon badly, 
imri work on toe farm is relent- 
less, a curious sense of balance 
prevails: toe mother knows she 
has lost toe chance to live in a 
normal, loving marriage, but 
■ compensates with toe bond she 
has achieved with her children. - 
With impressive assurance, 
firstrtime director Veysset lets 
the strains of the various rela- 
tionships seep out obliquely, tak- 


FACE/OFF 

John Woo 


MAXIMUM RISK 

Ringo Lam 


WILL IT SNOW FOR 
CHERSTMAS? 
Sandrine Veysset 


THE GAMBLER 
KaroJy MaJck 


UP ON THE ROOF 

Simon Moore 


MY MOTHER’S 
COURAGE 
Michael Verhoeven 


ing second place to toe film’s real 
star: the fans itself. The camera 
hams dispassionately, alm ost in 
documentary style, on toe dally 
grind of toe family's work, first 
in toe harsh white heat of sum- 
mer, then as the damp weather 
settles in the bones. 


Chaotic meals are snatched, 
laborious afternoons in the fields 
stretch out endlessly; but 
through it all, maternal love 
oozes out of the ever-harassed 
mother (Dominique Reymond). 
Her only hope is toat the ele- 
ments, for once, wifi favour her 
and present her children with the 
ma gtral interlude aha canno t pro- 
vide herself for Christmas. The 
climax teeters between tragedy 
and whimsy, but this is other- 
wise a remarkable debut. 

The Gambler is a cleverly-con- 
ceived adaptation of Dostoyev- 
sky’s novel, in which the story of 
its writing - the author had to 
complete it in 37 days to ftilfil a 
contract, took on a young stenog- 
rapher to h elp him succeeded in 
his task and subsequently mar- 
ried his assistant - is intermin- 
gled with the novel itself Mich- 
ael G amb on and Jodhi May give 
finely-judged performances as the 
leads, but the film lacks a little 
punch, and toe parallels drawn 
between truth and fiction not 
always illuminating- 

Dp On The Roof kicks off with 
an nnfikpiy premise from which 
it struggles to recover: five 
friends at university in the 197DB 


I speak no Russian, and yet 
last week I hung on every 
line of a Russophone produc- 
tion of The Winter's Tale in 
St Petersburg. The production is 
the first major staging by a Rus- 
sian company using a British 
director and designer. The com- 
pany is the superlative Maly 
Drama Theatre, which has toured 
Britain (and the* world) several 
times during ttflOs; the direc- 
tor and designer are Declan Don- 
nell an and Nick Ormerod,. whose 
productions for Cheek by Jowl 
have toured Britain, Russia and 
numerous other countries. 

It also happens that this is the 
Maly’s first! awkespeere. None- 
theless, it easily surpasses the 
three British and one French 
stagings that I have watched in 
toe last eight years- Dann el l an ’s ■ 
and Ormerod’s visit, which 
included a two-month rehearsal 


Theatre / Alastair Macaulay 


The Bard captivates St Petersburg 


period, was sponsored by the 
British Council Packed bouses 
gave topt ovations. 

. .The production - which 
emerged outof an U-year mutual 
{predation between Cheek by 
Jowl and the Maly Drama Thea- 
tre - is one of supreme economy, 
elegance and concentration. The 
actors’ attire moves (to heighten 
toe 21-year time-leap in the play) 
from early to late- 20 th-century; 
toe only, set is a Hoot and rear 
wall, both in glowing honey or 
amber colours. Everything hangs 
on the actors, who are acting in a 
Russian translation from just 
after Pushkin’s time by Pyotr 
Gnedlch. And how they speak it! 


Very seldom is Shakespeare in 
English uttered with such natu- 
ral force: toe distinctiveness of 
each vowel and each explosive 
consonant hit hard home, in 
firmly moulded phrases. Speech 
and movement work in complete 
harmony: actors can deliver 
entire speeches or dialogues 
motionless, but with toe noble 
centred of their postme ideafiy 
clarifying the particular tension 
of their situation. 

There is not one weak fink; but 
one actor is outstanding: Pyotr 
Semak as Leontes. The tragic 
psychological split that so 
quickly opens up within Leontes 
- the jealousy that suddenly 


turns this loving monarch into a 
heartless tyrant - makes this an 
exceptionally difficult role; but 
Semak so perfectly grasps the 
nettle from the beginning toat 
the difficulty disappears. His 
Leontes is poised, taut, from the 
start, and remains so. The ram- 
rod spine, the impeccable diction, 
the absolute dignity and hauteur 
these seldom falter. The change 
in bos nature from genaous chiv- 
alry to icy rage comes from his 
constant containment When rev- 
efling with Polixenes at the start, 
there is still some degree of 
majestic self-awareness; even at 
the height of his cruel fury, he is 
never out of control And, as the 


torrents of livid emotion pour 
forth, he speaks Russian as Chal- 
iapin sang it (the great record- 
ings of Boris Godounoo came at 
once to mind); the c-nmb<niitif>n of 
intensity and formality could not 
be more powerful 

here, instead of appear- 
ing solely in Act IV. becomes a 
recurrent figure, passing across 
the stage like an old woman with 
her broom: indeed, it is not until 
her speech in Act IV that, remov- 
ing her shawl and standing 
straight, she reveals toat she is - 
surprise - a young woman. Don- 
nell an ends toe play with Her- 
mione’s speech, as she is restored 
to husband and daughter; 


of the final speeches of Paulina 
and Leontes, the actors are fro- 
zen in mid-moment. Time again 
passes with her broom, and sud- 
denly the dead Mamilius runs 
through the court, trying again 
to contact the parents whose 
troubles led to his death. And so 
we see the several layers of time 
in which the play has taken 
place. 

But there are many other 
nuances that the production also 
brings out as if new: the magical 
force with which Perdita 
addresses and Irradiates those 
around her, toe more artful 
charm which her mother Her- 
mione employs upon her hus- 
band and Polixenes alike, the 
holy-fool biitbeness of the yoaxtg 
shepherd, and the cynical charm 
and futility of Autolycus. Ump- 
teen moments leap out with new 
beauty. i 


Intb^aItohal 


conducted Ozawa in 

works by DutSteux and Berfioz; 
with tenor prank Lopardo, the 
Emst-Senff Choir and the Berlin 
Boys' Choir; Nov 6. 7, tl 


DANCE . 

Deutsche Oper 
Tel: 4®r30^34384-01 
Deutsche Oper Ballet premiere 
of Rosalinda, choreographed by 
Ronakl Hynd to music by J. 
-Strauss; Nov 7, 11 


AMSTERDAM 


DANCE 

Heft Muztekthester 
Tel: 31 -20-551 B911 - 

Nederlands Dans Th-arter I: 
programme comprising Bella 
figura by Kyffdn, and new works 
by Naharin and Obarzanek; Nov 
6,7 


OPERA 

Deutsche Oper 
Tel: 49-30-34384-01 
Die ZauberflOte; by Mozart 
Staged by Gtinter Kramer, with 
sets and costumes; by Andreas 
Reinhardt Nov 8 


London CoCseum 
Tel: 44-171-632 8300 

• From the House of the Dead: 
by Jan&ek. New Engfish 
National Opera production, 
conducted by Paul Daniel (Brad 
Cohen from Nov 11) in a staging 
by Thu Albery. The programme is 
completed by Twice through the 
Heart, by Mark-Anthony Tumage, 
conducted by Nicholas Kok; Nov 
7, IT . 

• The Magic Fluta: by Mozart 
Nicholas Hytner*s English 
National Opera production, 
revived by David Rftch and 
conducted by Christopher 
Moulds; Nov 6, 8 


with sets and costumes by 
JOrgen Rose; Nov 9 


■ NEW YORK 

CONCERTS 
Lincoln Center 
Tek 1-212-721 6500 
New York Philharmonic: 
conducted by Charles Dutoit in a 
programme of works by Mozart, 
Barber and Tchaikovsky. With 
soprano Barbara Hendricks; 
Avery Rsher Hall; 

Nov 6. 7. 8 


exhibitions zr . 

Rijksmuseum . 

Tel: 31-20-873 2121 . 

Whistler and Holland: paintings 
and etchings by James McNeffl 
Whistler (1 834-1 903), who made 
several journeys to the — • 
Netherlands between 1863 and- 
1903. most famously 
when he produced 14-eiphjngs 
and paintings of Amsterton. 
Abo included are works by : 
Dutch contemporaries; 


■ LONDON 

concerts; 

Barbican Halt 
■ Tel: 44-171-638 8891 
London Symphony Orchestra: 

. conducted by Michael TBson 
Thomas In Mahler’s Symphony 
No. 7*. Nov 6 


THEATRE 
Barbican Theatre 

Tel: 44-171-638 8891 
Henry V: by Shakespeare. Ron 
Danfefe directs this Royal 
Shakespeare Company 
production, with Michael Sheen 
In the title role; 4-22 Nov, after 
which it wifi tour the UK 


DANCE 
Joyce Theater 
Tet 1-212-242 0800 
Siobhan Davies Dance Company: 
doubte-bffl of Sank, Davies' most 
recent weak, choreographed to 
Matteo Fargion’s percussive 
score, and the award winning 
The Art of Touch. This week-long 
season is the conclusion of an 
autumn tour, and part of a 
festival of British contemporary 
dance; to Nov 9 


the two industries, from aarty 
fashion newsreels and the studio 
designers of the 1930s to the 
present; to Jan 18 
• The Warhol Look/Glamour 
Style Fashion: major 
retrospective of around 500 
works of art, following Warhol’s 
career from the 1940s to the 
1980s, and also Including works 
by his contemporaries. The 
exhibition is presented in seven 
sections, and begns with a 
consideration of Warhol’s early 
fascination with Hollywood 
glamour; to Jan 18 


Opera National de Paris, Palais 
Gamier Tel: 33-1-43439696 
Paris Opera Ballet mixed 
programme - Sob* de fSte by 
Steals, L'Ariteienne by Petit, and 
La Symphonie fantastique by 
Massine; Nov 6. 7. 8, 9, 11 


OPERA 

Metropolitan Opera, Lincoln 
Center Tel: 1-212-362 6000 
La Cerrerentola: by Rossini. Met 
Opera premiere. New production 
conducted by James Levins in a 
staging by Cesare Lievi, with 
designs by Maurizio B&I6; 

Nov 7 


EXHIBITIONS 
Mus£e Camavalst 
Tel: 33-1-4272 2112 
Paris and the Parisians In the 
time of Louis IV: more than 300 
engravings, which together 
create a vivid impression of 17th 
century Parts. Including portraits, 
images of the city and its 
monuments, as well as proverbs, 
allegorical works, and almanacs; 
to Jan 18 


BERLIN 


concerts 

PhOharnwnie 

Tefc 49-30-2548 8354 

Berlin Phffliamtonic Orchestra: 


EXHIBITIONS 

National GaVery 
Tel: 44^-171 4539 3321 
Making & Meaning: Holbein's 
Ambassadors. This rooentiy 
deaned-doubte portrait by Hare 
; .HoKwtn the Younger pictures two 
French ambassadors to the court 
.of Henry VIII to 1533. Presented 
atongisfete are drawings and 
mini&jres, and opfects relevant, 
to fl^pafaWs pqfltfcaj and 
religious background: to Tab 1 - 


■ MUNICH 

DANCE 

Bayeri sc he St aateo per 

Tet 49-89-2185 1920 
Bayerische StaatsbaUett Romeo 
and JuUet John Cranko's 

choreography is set to 
Prokofiev's score, with sets and 
costumes by Jfirgan Bose; 

Nov 10 


exhibitions 

Metropolitan Museum of Art 
Tel: 1-212-879 5500 
Richard Pousette-Dart 
(1916-1992): works by the 
American Abstract Expressionist, 
tracing his evolution from Cubism 
towards his mature style, 
includes loans from the artist's 
estate; to Feb 22 


New York State Theater 
Teh 1-212-870 5570 
Marco Polo: by Tan Dun, 
premiered in Munich last year. 
New production by the New York 
City Opera conducted by the 
composer and directed by 
Martha Clarke; Nov 8 


OPERA 

Opdra National de Paris, Opera 
Bastille Tel: 33-1-44731300 
Turandot by Puccini. New 
production by Francesca 
Zambello. Conducted by Fabio 
Luisl With choreography by 
Alphonse Poulin and designs by 
Alison Chilly; Nov 8 


iQPB*A 


OPERA 

Bay e rische Staateoper 

let 49-89-2185 1920 
Die Verkaufte Brasut by Smetana. 
Conducted by Jun Mfekf ina 
staging by Thomas Langhoff, 


Whitney Museum of American 
Art Tef: 1-212-3272801 
• Fashion and Fdm: running 
concurrently with the Warhol 
show, this fim and video series 
traces tha relationship between 


■ PARIS 

CONCERTS 

Salle Pteyel Tel: 33-1-4561 6589 
Orchestra de Pais: conducted 
by Semyon Bychkov in works by 
Schnittke, Mendelssohn and 
Strauss. With viofin soloist 
Viktoria Mufiova; Nov 6 


Theatre des Champs Elysees 
Tel: 33-1-4952 5050 
Boris Godunov: by Mussorgsky. 
Performed by SL Petersburg's 
Marfnsky Theatre, conducted by 
Valery Gergiev; Nov 10, 11 


DANCE 


■ TOKYO 

CONCERTS 

Suntory Hall 

Tel: 81-3-3289 9999 

Vienna Symphony Orchestra: 

conducted by Claus Peter Ftor in 

works by Mendelssohn, Prokofiev 

and Brahms. With violin soloist 







Recitals 


American 

divas 


T ake all toe American 
sopranos out of opera at 
toe moment and toe cur- 
tain would have to fell. 
It is difficult to credit how one 
country could have produced so 
many well-trained, well-prepared 
singers at the same time and 
complaints toat toey all sound 
the same have become a top 
story in toe musical world. 


Open a diary and the chances 

are there will be several of them 

to be heard, 1116 past weekend 
brought two to London: Jessye 
Norman on Thursday, making 
one of her periodic visits to the 
London Symphony Orchestra at 
toe Barbican, and Rente Fleming 
in recital at the WSgmore Hall on 
Friday. As far as toe topic of toe 
moment goes, Jessye Norman 
does not really figure. Not only 
does she count as one of the 
senior Americans now; she is 
also cue of the great individuals. 


Her appearances at the Barbi- 
can are very much celebrity eve- 
nings. Friday's performance of 
BerHoz's intimate song-cycle Les 
Nidts d’iti came at the end of the 
programme, after Michael Ttison 
Thomas had taken the orchestra 
through high-energy accounts of 
the Cantonal Remain Overture 
and Schoenberg’s over-brilliant 
arrangement of Brahms’s First 
Piano Quartet (strange, after 
that, for toe number of instru- 
ments to be halved and the mood 
to quieten). 


form an a capella singing group, 
performing medleys of contempo- 
rary pop hits. From my memo- 
ries. this would have gone down 
like a pinstriped suit in those 
beavier-than-thou days of sweaty 
authenticity. But the chums go 
down well with their peers; and 
we follow their fluctuating for- 
tunes in two snapshots from the 
succeeding decades. 

There is plenty of energy and 
ambition in this British feature, 
but it suffers from its stage ori- 
gir\s - the three act structure 
maicpw it hard to establish the 
motivations of the characters, 
who switch partners with confus- 
ing alacrity. And toe a capella 
stuff, competently performed, 
does not sound any better today. 

My Mother's Courage has a 
worthy theme - the true tale of a 
Hungarian housewife earmarked 
for Auschwitz but saved by an 
unlikely set of circumstances - 
but suffers a little by virtue of 
this terrain’s very familiarity. 
Pauline CoUfos effectively com- 
bines ingenuousness and tran- 
quility is toe eye of the storm, 
however, and there are some poi- 
gnant ironic touches from direc- 
tor Michael Verhoeven. 


Did toe Berlioz live up to the 
billing? First, it should be said 
that the chamber-orchestra pre- 
cision of the LSO players was 
exemplary and that Tilson 
Thomas made a conscientious 
accompanist The singer herself 
was a force to be reckoned with, 
as always. Jessye Norman had 
conscientiously worked over 
every phrase tQl it became hers 
alone, never mind toe manner- 
isms, which would give her away 
within seconds. Unfortunately, 
the end result was that nothing 
in this Nuits d’ite sounded 
remotely spontaneous - not her 
laboured phrasing, certainly not 
her infinitely-rehearsed gasps of 
surprise to the audience. The 
voice remains a regal soprano, 
but too often here she was posh- 
ing it under the note. 


O n Friday, Fleming's 
Wlgmore Hall recital 
gave toe doubters of 
American sopranos 
mine fodder. This is exactly the 
kind of beautiful, clear, unblem- 
ished sound that they complain 
is indistinguishable from its 
compatriots. As though trying to 
compensate, Fleming hardly 
ottered one phrase in her Schub- 
ert group without a “character- 
ftil” gasp or gurgle. Her Brahms 
was simpler and less tiresome. 
Though she is more stylish in 
French song (Debussy's Ariettes 
oublibes were nicely turned) than 
German, it was toe English-lan- 
gnage items in her programme 
toat really showed off what she 
can do: a heartfelt account of 
Britten’s First Cantide, purpose- 
fully accompanied by Helen 
Torke, and some neat crossover 
in three Duke Ellington num- 
bers. hi fact, it is not true to say 
that her soprano lacks individu- 
ality; the voice unexpectedly 
turns lighter at the top, with a 
remarkably silvery quality 
which will be her passport to 
fame as a Strauss heroine. Her 
Dvof&k encore (the aria from 
Rusalka) made a lot of use of It 
and was utterly ravishing. 


Richard Fairxnan 


Anne Akiko Meyers; Nov 6 


VENICE 


EXHIBITIONS 
Giardini di Caste! lo, the 
Corderie deOa Tana and 
elsewhere in the city. 

Venice Biennale: The 47th 
International Art Exhibition is 
larger than ever, with 58 
participating nations and a strong 
showing from the 
underdeveloped weald. The 
theme of the central exhibition, at 
the Corderie and the central 
Pavilion, is “Future, Present 
Past"; to Nov 9 


■ TV AND RADIO 

• WORLD SERVICE 
BBC World Service radio for 
Europe can be received in 
western Europe on medium wave 
648 kHZ (463m) 


EUROPEAN CABLE AND 
SATELLITE BUSINESS TV 
Monday to Friday, Central 
European Time: 


• NBC Europe 
07.00: FT Business Morning 
10/Xk European Money Wheel 
Nonstop five coverage until 15.00 
of European business and the 
financial markets. 

17.30: Financial Tunes Business 
Tonight 


• CNBC 

08-30: Squawk Box 
10.00: European Money Wheel 
18.00: Financial Times Business 
Tonight 


■ 1- 
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COMMENT & ANALYSIS 



When Wall Street crashed in 
1987, Its consequences were 
much exaggerated in popu- 
lar and policymaking cir- 
cles. Folk memories of 1929 
were still keen then. Central 
bankers were anxious to 
show they had learned 
some thing . There were some 
moderate reductions in 
interest rates - badly timed 
it turned out - and there 
were the predictable, if 
opaque, statements that the 
central banks stood ready to 
provide markets with liquid- 
ity. 

In the event, the 1987 
crash turned out to be a 
blip, hardly even reversing 
the rise of the previous 
year. As my colleague Mar- 
tin Wolf pointed out on this 
page on Tuesday, this was a 
far cry from 1929 when the 
sinister development was 
not the initial crash but the 
secondary and tertiary 
crashes of 1930 and 1931-32, 
which took the Dow Jones 
Industrial Average to one 
ninth of its 1929 peak. 

The obvious way in which 
financial markets are more 
vulnerable now than they 
were in 1987 is that the trig- 
ger has been not a rise in 
bond rates but a crash in 
south-east Asia. As Alan 
Greenspan, the Federal 
Reserve chairman, has 
remarked, this is bound to 
have some spillover into 
Japan and thus into the US. 
Arithmetical calculations 
suggest that any such effect 

will be heavily diluted b; 
the time it gets to Europe. 

It is not quite clear 
whether American house- 
holds are more or less vul- 
nerable to stock market 
movements now than they 
were a decade ago. The ratio 
of equity valuation to gross 
domestic product is higher 
now. On the other hand the 
ratio of net worth to per- 
sonal incomes - net worth 
includes other items such as 
housing, bonds and liquid 
savings - is lower. 

There is, however, 
another factor making for 
greater vulnerability, to 
which David Hale, of Zurich 


Economic Viewpoint • Samuel Brittan 

The big money feedback 

There are some signs that western economies may be moving on to 
autopilot, but we still need to scrutinise central bank policies 


Kemper Investment, has 
drawn attention. Ten years 
ago most households, even 
in the US, were exposed to 
stock markets mainly indi- 
rectly through occupational 
pension funds. These have 
declined in relative impor- 
tance; and more people 
either save for themselves 
or invest in personal pen- 
sions, the final value of 
which is more sensitive to 
the stock market- We should 
avoid the fate of the boy 
who cried “wolf” so many 
times as a practical joke 
that he was disbelieved 
when that animal really was 
on the threshold. 

More interesting than 
rival essays in crystal- 
gazing is the way in which 
the stock market setbacks 
so Ear have been regarded as 
healthy corrections both by 
Mr Greenspan and by Hans 
Tietmeyer, president of the 
Bundesbank. Indeed, the 
Fed chairman has gone so 
Ear as to hint that he is now 
much less likely to raise 
interest rates because the 
stock exchange shake-out 
had dampened demand. 

This time round central 
bankers are for the moment 
neither cutting rates nor 
thinking about SUCh cuts. 

Nevertheless, stock market 
gyrations have probably put 


on hold any interest rate 
increases previously con- 
templated, both in Washing- 
ton and Frankfort. 

It would be idle to pretend 
that if, as is hkely, thu R«nif 
of Monetary Policy 

Committee (MPQ decides to 
buck the bend and raise 
interest rates, either today 
or in December. It is going 
to shake the world. But 1 
would not be at all sur- 
prised if, for the first time 
since “operational indepen- 
dence” in May, we woe to 
see some dissident opinions 
on the MPC. 

The UK stock market Is 
not usually regarded as 
important enough to domi- 
nate the economy . except 
for extreme movements. But 
a different self-regulating 
mechanism was mentioned 
by Mervyn King, the deputy 
governor elect for monetary 
policy of the Bank of 
England, in a lecture at the 
London School of Econom- 
ics on October 29. He 
suggested; “A transparent 
monetary policy implies 
that the announcements of 
changes in interest rates 
might come as rather little 
surprise. The news would 
not be in the outcome of the 
meetings of the Monetary 
Policy Committee, but in 
the economic statistics pub- 
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fished during the month. 

In fact there is already 
much ritual in interest rate 
setting. The Bank's own 
operations are at the very 
short end of the market. The 
change by a quarter or a 

half per cent of adminis- 
tered three-month rates, 
such as base rates, after an 
official announcement, is 
highly conventional. 
Most market interest rates, 
such as interbank rates, 
have usually moved 
already. 

Mr King went too for in 
suggesting that thig devel- 
opment would stop outsid- 
ers from speculating about 
who were the hawks and 
who were the doves on the 
monetary committee. There 
is gUIl too much uncertainty 
about how the economy 
works for robots and autom- 
atons to do the job. 

If feedback rules - 
whether through stock 
exchange prices in the US or 
interest rate movement in 
Europe - become d ominan t., 
erne wonders what role the 
central banks will ulti- 
mately have. Or whether it 
would matter if they quietly 
disappeared. It is possible 
that, contrary to the belief 
that paper money is inher- 
ently inflationary, it could 
regulate itself in a rough 
and ready way, in the 
absence of governments 
“printing money” to finance 
their deficits. 

Bid as Sherlock Holmes 
would say: “These are deep 
matters-There were other 
aspects of Mr King’s speech 
with more foreseeable impli- 
cations. He did a great deal 
to defuse the worry about 
setting too narrow and rigid 
an inflation range an either 
side of the official 2 % per 
cent target He freely admit- 
ted that what he calls 
“shocks” woe likely to take 
inflation outside the official 
range. 

If inflation is pushed 
above 3% per cent - say 
after a commodity price 
explosion - an attempt to 
return to the target range 
too quickly could lead to a 


severe loss of output and 
jobs. The Bank would then 
have to decide whether to 
try to move back quickly to 
the target, or to move more 
slowly at the expense of 
temporarily higher infla- 
tion. This is dearly a policy 
matter and not just “opera- 
tionally” obeying the chart 
celloris wishes. 

I am not entirely happy 
about attributing all per- 
verse movements to 
“shocks”- There can be such 

a thing as an inflati onar y or 

deflationary atmosphere in 
which prices and pay da not 
observe previously esti- 
mated relationships. A good 
example has been in the 
third quarter of this year 
when the Confederation of 
British Industry reported a 
slight fan in manufacturing 
pay settlements, almost off- 
setting the slight rise in ser- 
vice settlements. 

Then again, I wonder 
about the symmetry of the 
analysis. It may in practice 
prove difficult to get infla- 
tion, at least as estimated 


by conventional consumer 
price indices, to go much 
below 1 % per cent even in a 
severe recession. So looking 
at inflation alone would not 
reveal the need for a policy 
relaxation. Far all these rea- 
sons, an objective for nomi- 
nal demand would still be 
superior to one for prices 
alone. 

But at least Mr King's 
analysis is leagues ahead of 
the standard political 
approach, which is to see 
any failure to stay within 
the iy» to 3 V4 per cent infla- 
tion corridor as a damaging 


failure far which the Bank 
of England would have to 
apologise in the required 
open letter. 

Indeed the new deputy 
governor believes that the 
MPC “will have many 
opportunities to restore the 
lost art of letter writing to 
British life”. It is only politi- 
cians arai central hank gov- 
ernors of the old school who 
regard economics as a hard 
predictive science. Good 
practitioners know better. 



'Tactical' Tories have no vision 


From Mr Stephen P. CoUoff. 

Sr. Anyone who has 
worked in a large company 
trading in Europe from a UK 
base wzD know the da mag- ; 
log effects on profits and 
sales of adverse currency 
fluctuation. Competitiveness . 
overseas may suffer severely 
especially when selling 
highly priced products! 

These and other economic 
arguments for , and indeed 
against, a single currency 
need to be put before the UK 
public and thoroughly aired. 

The real issues are not, 
however, economic but are 
about the UK’s commitment 
to Europe, which must move 
from the tactical to the 
strategic. 

The Tory approach under 
John Major and now William 


Hague persists in being tacti- 
cal at a desperately basic 

level. The “bonding" session, 
we are told, concentrated on 
. bow to attack the govern- 
ment, dad the slogan “Yote 
Tory at the next election and 
save our pound" seems to 
have been one output. His 
crude appeal to “little- 
Engiander” mid anti- 
European sentiment has no 
logic since we are told it 
would be set aside anyway 
by a future Tory government 
if the success .of the single 
currency showed we should 
join. 

The real issue is that the 
Tories do not demonstrate 
“vision". They do not seem 
to be able to envisag e the 
state they desire for Britain 
ana so their approach is 


short term and tactical. This 
Is perhaps underetandabte 
because the motivating con- 
cept of deciding on a vision 
of the-ftiture and trying to 
get there has been applied 
mainly by business manage- 
ment under strong and often 
charismatic leadership. 

Such a vision need not 
equal that of Alexander the 
Great, but at least it should 
tell us what the firm of 
Hague, Howard, Lilley. Red- 
wood and Co have in mind 
for Britain - and for Britain 
in Europe - beyond just cap- 
turing the Europhobe vote. 

Stephen P. Colloff. 

Slings Lodge, 

Templeton, Hungerford, 
Berkshire RG17 SSG. 

UK 


BA can only apologise 


From Mr Mike Street 

Sir. Being part of an air- 
line that con tinually strives 
for and prides itself on excel- 
lence In customer service, I 
was sorry to read about the 
experience of D. J. K. Coles 
(Letters) on a recent flight; 

We did suffer a number of 
customer service difficulties 
on that fli ght , including a 
minor technical problem 
that resulted in a diversion 
to Rome. I can only apolo- 
gise again for a flight that 
was clearly not up to the 
normal very high standards 
of British Airways. 

Over the past year, there 


has been much media cover- 
age of our efforts to ensure 
we can retain our place at 
the vanguard of what is an 
increasingly competitive 
global bumness, for the bene- 
fit of our passengers and our 
employees. Customers can 
be assured that excellent ser- 
vice will always be our aim. 

Mike Street 

director of customer service 
and operations, 

British Airways, 

PO Box 10, 

Heathrow Airport. 
Hounslow, 

Middlesex TWO 2JA, UK 


Fair trading 

From Mr John Pine. 

Sir, Your leader "Circuit 
breakers” (October 30) 
prompts the following 
suggested improvement in 
the Interest of fairness for 
all. Whenever the Dow Jones 
Industrial Average rises by 
(say) 200 points, the New 
York Stock Exchange should 
be closed dawn for 30 min- 
utes while investors decide 
whether they are true bulls, 
“irrationally exuberant", or 
just wrong. 

John Pirie, 

The Ford, 

North Hinksey Village, 
Oxford 0X2 OLZ, UK 


Current US expansion not the longest 


From Mr Charles 
W. McMWion. 

Sir, You correctly report 
that the c urr ent US eco- 
nomic expansion is HOW 78 
months old. However, you 
are quite mistaken in the 
belief that this is “the lon- 
gest post-war economic 
expansion”. 

The cyclical expansion of 
the 1980s lasted for 92 
months, beginning in 


November 1982 and continu- 
ing until July 1990. The 
expansion of the 1960s lasted 
106 months from February 
1961 until December 1969. 

Furthermore, despite the 
constant “goldilocks” spin, 
the current expansion has 
suffered from historically 
weak growth. Real growth of 
US gross domestic product 
has increased by a total of 
only 19.4 per cent thus for in 


this expansion. During the 
comparable, first 78-month 
period of expansion in the 
1980s and 1960s real GDP 
grew by 31.1 per cent and 
40.1 per cent respectively. 

Charles W. McMUlion, 
chief economist, 

MBG Information Services, 
223 F Street NE, 
Washington DC 20002, 

US 


Any financial tool 
ready in the future 
is too late 



The markets change instantaneously. That's why you need the market data 
terminal of the future today, BridgeStation. BRIDGE is already installing 
BridgeStation at sites worldwide. These users know that BridgeStation 
gives them the edge in the marketplace that others only 
dream about. So see for yourself, at BRIDGE we deliver products while 
our competitors are only issuing press releases. 


ntanotun corpny 



Visit our web site at www.bridge.com 
or call us on +44 171 842 4076 for more information about BridgeStation 
BridgeStation is a service mark for Bridge Information Systems. Inc. All other product names 
are trademarks of their respective companies. 

© 1997 Bridge Information Systems 


After Indonesia 


T he International 
Monetary Fund is 
barging back into 
the spotlight. Yes- 
terday, its executive direc- 
tors met to approve the 
organisation’s JlO.lbn contri- 
bution to the multilateral 
assistance package for 
Indonesia. As well as boost- 
ing confidence In Indonesia’s 
prospects, the deal has visi- 
bly reinforced the IMF’s role 
in manag in g ftnanrial crises. 

In Mexico and Thailand, 
big powers - the US and 
Japan - had played domi- 
nant roles in finanfring assis- 
tance for near neighbours in 
whom they had a strategic 
interest Those were not the 
only examples of an increas- 
ing regional trend in arrang- 
ing bailouts: later this 
month, senior officials from 
Aslan finance ministries anA 
central hanks are due to 
meet in the Philippines to 
discuss creating a special 
fund outside the IMF’s con- 
trol to offer quick assistance 
to countries facing market 
turbulence. 

The momentum behind 
the Asian fund raised dan- 
gers that the IMF - and its 
policy advice - might 
become marginalised. But 
the deliberately “IMF- 
centric” deal for Indonesia 
reflects the nervousness that 
many countries feel about 
adopting regional solutions 
to problems of this sort - 
nervousness that exists even 
among countries with reser- 
vations about IMF prescrip- 
tions. - 

That conclusion may seem 
surprising. On the face of it, 
the IMF seems to be playing 
a similar role in the financ- 
ing of the Indonesian pack- 
age to the one it played in 
August’s $l7.2bn bailout for 
Thailand, an earlier victim 
of the speculative typhoon 
that has swept Asian finan- 
cial markets in recent 
months. 

In «>eh case the IMF is 
contributing a similar 
amount, relative to the 
“quota” (or subscription) the 
country pays to the global 
economic watchdog. (An 
IMF member's quota broadly 
reflects its importance in the 
world economy and deter- 
mines its voting power in 
the Fund.) 

Thailand will get $3.9bn 
from the IMF or 605 per cent 
of its quota: Indonesia win 
get JlO.lbn or 490 per cent 
In both cases these are much 
larger multiples than IMF 
rules would normally allow. 


The IMF is determined to 
preserve its role in international 
bailouts, says Robert Chote 


although less than the 688 
per cent (J17.8bn) offered to 
Mexico in 1996. 

In both the Thai and Indo- 
nesian cases, the IMF’s con- 
tributions account far about 
a quarter of the total pledged 
by multilateral institutions 
and governments. But the 
relationship between the 
multilateral institutions and 
the bilateral donors is differ- 
ent in the two countries, 
with the IMF playing a more 
important role in financing 
the Indonesian deal. 

When the Thai package 
was being put together, the 
IMF convened a meeting of 
various interested countries, 
with the aim of raising 
enough money in total to 
meet the country’s perceived 
“financing gap" of around 
$17bn. Japan, Australia, 
Hong Kong, Malaysia, Singa- 
pore, Indonesia, Korea and 
China all chipped in, on the 
understanding that, when 
the time came to disburse 
the money, they would be as 
active as the IMF - ie, if the 
fund handed over a quarter 
of its promised amount, so 
would they. 

Contrast that with the 

Indonesian deal. There, the 
contributions of the multilat- 
eral institutions alone are 
assumed to be enough to 
meet the country’s financing 
gap. In addition to the IMF’s 
JlO.lbn, the World Bank has 
said It wffl stump up $4.5bn 
and the Asian Development 
Bank J3.5bn. Including vari- 
ous bits and pieces from 
Indonesia’s own foreign 
assets, this gives a “first line 
of financing" of about $23bn. 

Australia, China, Hong 
Kong, Japan, Malaysia, Sing- 
apore and the US have also 
pledged financial Support, 
taking the total available 
towards J40bn. But this is 
explicitly seen as “backstop*’ 
financing or a second line of 
defence, it win be used only 
if “unanticipated adverse 
external circumstances cre- 
ate the need for additional 
resources to supplement 
Indonesia’s reserves and the 
resources made available by 
the IMF" - that is only if 
things gb wrong and the IMF 
and Indonesia cannot cope. 
Hence, the Indonesia deal 
puts the IMF centre-stage in 
a way that the Thai one does 
not 


Some officials would like 
the programme to be more 
IMF-centric still, with bilat- 
eral donors placing their 
contributions in a special 
account to be managed by 
the Fluid. In future, back- 
stop financing could be pro- 
vided from the $50bn credit 
line offered to the IMF under 
the so-called “new arrange- 
ments to borrow”, but this 
has not yet been ratified by 
participating governments. 

All of which raises the 
question: 'has the greater 
involvement of the IMF 
improved the International 
response to the Indonesian 
crisis when, compared with 
what happened in Thailand? 
It is still early days, but the 
Indonesian package cer- 
tainly seems to have done 
mare.to improve market sen- 
timent than • T hailand ’s did 
In part this is because Indon- 
esia requested help before a 
full-blown crisis had chance 
to develop and also because 
its relative political stability 
means that reforms have a 
better chance of being imple- 
mented effectively. 

But by relying on multilat- 
eral financing in the first 
place, the structure of the 
Indonesian package may 
have provided investors with 
extra reassurance that the 
authorities will actually 
undertake. . the reforms 
demanded of them by the 
IMF. In contrast with the 
Thais, the Indonesians will 
not have immediate access 
to money from their regional 
allies - loans that might 
have less onerous conditions 
attached. 

As one finance minis try 

Some officials 
would like 
bilateral donors 
to place their 
contributions 
in a special 
account to be 
managed by the 
Fund 


official puts it “There is a 
general feeling that there is 
a greater moral hazard prob- 
lem when the amount of 
bilateral money is large rela- 
tive to what the IMF is offer- 
ing.” 

This is the same tear that 
the proposed Asian support 
fund inspires in the IMF and 
several of its big sharehold- 
ers. If countries are able to 
draw on regional support 
with few strings attached, 
then governments may be 
encouraged to delay neces- 
sary policy reforms and 
investors may be tempted to 
continue pouring money into 
recklessly run economies on 
the assumption that they 
will be bailed out if things 
go wrong. 

That is one reason why 
many governments are wary 
of a trend towards regional 
financial assistance. Euro- 
pean governments also have 
a particular cause for 
suspicion. 

The US played the key role 
in Mexico’s rescue and 
Japan was the biggest con- 
tributor to Thailand’s. But 
Germany is not going to 
want to play a similar role 
and the European Union 
would have difficulty organ- 
ising itself even if there was 
political will. So what if 
Poland, Turkey or Hungary 
were to get into serious trou- 
ble? Or if a geo-political 
“orphan" such as inHia, with 

no obvious affiliation to any 
or the Group of Three largest 
national economic? 

Wary of being accused of 
some kind of Asian bias, the 
US and the IMF have tem- 
pered their hostility to the 
Asian fund. Indeed, in a let- 
ter to Roberto de Ocampo, 
the Philippine finance secre- 
tary, the IMF conceded the 
case for a "co-operative fin- 
ancing initiative" in Asia to 
provide help in the event of 
large-scale crises. 

But if assistance from the 
IMF ’and other multilateral 
agencies is Insufficient, 
members of the regional 
grouping should only pro- 
vide extra money “in sup- 
port of an IMF programme", 
the letter insisted, 

if the Indonesian package 
is seen as a success. It 
should help keep the IMF 
centre-stage in crisis man- 
agement - even if the Asian 
tond'eames about That will 
come as a relief to many 
policymakers, as they con- 
tinue to debate when and 
how best to help countries 
that get into trouble. 
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More jobs 
in Europe 


In the Amsterdam treaty, the 
member states of the European 
Union decided to give the Euro- 
pean Union a new role in 
employment. The European 
Commission’s response is its 
“guidelines for member states 
employment policy", to be the 
basis for discussion at the 
extraordinary jobs summit In 
Luxembourg later this month. 
These are, unfortunately, open 
to the very charge of “tintidity" 
for which Padraig Flynn, com- 
missioner for employment and 
social affairs, correctly reproves 
the member states. 

The timidity does not lie In 
the aspirations. The long-term 
objective is to raise the propor- 
tion of the working age popula- 
tion in employment from 60 per 
cent to 70 per cent. Over the 
next five years, the atm is an 
employment ratio of 65 per cent, 
unemployment at 7 per cent and 
12m net new jobs. 

The recovery is on the EtTs 
side. There is good reason to 
hope for a sustained period of 
relatively rapid growth. In the 
last such period, between 1983 
and 1990, EU employment rose 
about 11m. This might happen 
again. 

Faster growth Is a necessary, 
but not a sufficient condition 
for durably higher employment 
The Commission also proposes 
structural reforms that rest on 
four legs: encouragement to 
entrepreneurship; improved 
employability; greater adapt- 


ability; and promotion of 1 equal 
opportunities. None of these 
involve killing any of Europe's 
sacred cows. Some seem to 

moan ma’kfng fhtum fatter. 

Mr Flynn himself remarks 
that “the response to our labour 
market problems lies hi coordi- 
nation, activation and moderni- 
sation. and in enhancing the 
role of social policy as a produc- 
tive factor for economic perfor- 
mance, not by breaching Boc fal 
solidarity". This must preclude 
a radical transformaticm of 
European model. 

To take one example: the 
Commission suggests lowering 
thp tav burden on labour. But 
taxes inevitably bear heavily on 
labour. Significantly lower taxa- 
tion of labour can only follow 
lower public spending. That, in 
turn, must mean a gignifiwmt 


reduction in the welfare state 
Again, the Commission pro- 
poses the introduction of more 
adaptable farms of labour con- 
tract, but promptly states that 
“those in non-standard work 
should be given greater security 
and occupational status’*. 

In effect, the Commission 
desires the benefits of reform 
without much, if any, pain. The 
bet. Instead, Is that economic 


recovery «wiH intelligent tinker- 
ing will deliver a sustained 
improvement in European jobs 
performance. Perhaps it wilL 
The last quarter of a century 
provides little encouragement to 
those who hope so. 


Russia’s tycoons 


Are the migbty falling? 
Yesterday, one of Russia’s rich- 
est men, Boris Berezovsky, was 
removed from his government 
post as deputy secretary of the 
Security Council. Mr Berezov- 
sky's position was seen as sym- 
bolising the pervasive influence 
of business on government in 
Russia. His removal signals an 
important stop to curb Russian 
corporatism. 

The spoils of capitalism in 
Russia have been very unevenly 
spread. Just half-a-dozen 
tycoons gained control of hun- 
dreds of companies during the 
privatisations of the 1990s at 
huge discounts to their true 
value, mainly through political 
connections. These few men 
now control a vast swathe of 
the Russian economy. Then- 
political influence increased 
when they supported President 
Yeltsin in last July's elections; 
Mr Berezovsky's reward was a 
government post. 

For the Russian economy to 
move forward the pervasive 
influence of the tycoons on the 
government must be reined in. 
There are now, at last, signs 
that this is starting to happen. 
The watershed was the partial 
privatisation of Svyazinvest, a 
telecoms group, in July. For the 
first time, there was competitive 
bidding, and a fair price was 
realised. Mr Berezovsky, part of 
the losing faction, complained 
loudly about the deal, causing a 
rift with the two reform-minded 
rice-premiers, Anatoly Chubais 
and Boris Nemtsov. Now, he 


seems to have lost this power 
struggle. 

The importance of Mr Bere- 
zovsky's removal should not be 
overstated. He may have lost 
his government post, but he 
remains a formidably influential 
figure. 

To expel the tycoons from 
government is a necessary step 
toward separating business 
from government, but it is 
clearly only a first step. If Mr 
Yeltsin is-serious about curbing 
their power, he must show that 
he is committed to the project 

First the forthcoming privati- 
sation of the ofi company Ros- 
neft must be a competitive auc- 
tion. Second, Mr Yeltsin should 
finalise plans to take the 
extremely profitable business of 
handling state revenues away 
from Russia’s commercial 
banks, most of which are owned 
by the tycoons. 

And lastly, he must ensure 
that the government resists the 
influence of all businessmen, 
not just those who are out of 
favour. In particular, it should 
distance itself from Vladimir 
Potanin, T reed of Oneximbank, 
the most powerful of Russia’s 
big banks, which emerged as 
the victor in both the Svyazinv- 
est privatisation auction and 
the sale of Norilsk Nickel, the 
world’s largest nickel mine. 

The tycoons will remain pow- 
erful In Russia for years to 
come. But they need not hold 
the government to ransom. Mr 
Yettsm must have the courage 
to finish what he has started. 


Algeria speaks 


Algerians have been taking to 
the streets to voice outrage at a 
military -backed regime accused 
of stealing their votes in the 
October 23 local elections and 
stuffing ballot boxes in favour 
of a newborn government party. 

The parties demanding an 
annul lment of the elections’ 
results are not radical Islamists 
bent on establishing an Islamic 
state. The main Islamist party 
among them has been promoted 

by the Algerian government as 

on acceptable alternative to the 
Islamic Salvation Front (FIS), 
the now banned party stripped 
of an electoral victory in 1992. 
Another secular party has been 
strong backer of the regime's 
repression of the HS. 

A usually docile and divided 
opposition has turned against 
the regime because the alleged 
vote rigging aggravated party 
supporters' growing disillusion- 
ment with the authorities. 

The government is resorting 
to repression to end the pro- 
tests. Even opposition, members 
of parliament were prevented 
this week from holding a 
march. The west meanwhile, is 
reading with the usual Indiffer- 
ence accorded to Algeria. Yet 
the cries of frustration of Algeri- 
ans demanding democracy 
surely deserve western support. 

The west’s inaction may be 
the result of embarrassment. 
Western governments* vague 
expressions of backing for dem- 
ocratic reform in Algeria and 


their insistence the regime 
is moving in that direction sit 
oddly with the opposition's 
accusations of massive fraud. 

That the Algerian govern- 
ment lashes out against any 
hint of foreign criticism has 
been a convenient excuse for 
the west to justify inaction. But 
the Algerian regime is also 
eager to break out of its interna- 
tional isolation. It wants to sign 
an association agreement with 
thn European Union. It seeks to 
attract foreign investment 

Western governments have 
the leverage to push for a teal 
opening of the political system. 
An Independent local commifr- 
si on should be set up to look 
into accusations of fraud in the 
local elections. Opposition par- 
ties should be allowed to voice 
their grievances. The west also 
has a responsibility to scrutin- 
ise allegations of gross human 
rights abuses by the regime, 
Including the passivity of the 
army in the face of recent mas- 
sacres of civilians blamed on 
radical FIS splinter groups. 

If the threat of a radical 
Islamist takeover in Algeria has 
receded, the continued violence 
and the prospect of a radfeahsa- 
tion of the pacifist opposition 
bode ill for the long-term stabil- 
ity of an already fragile state. 
The Algerians now protesting 
are saying they can no longer 
stomach the deceit and arro- 
gance of the regime. Western 
governments should listen. 


Masters of the grand gesture 

The proposal of a Frenchman for Europe’s central bank suggests 
France overestimates its importance in the EU, says Robert Graham 


M odesty 111- 
becomes France 
even under the 
moralistic 
school-masterly 
tutelage of Lionel Jospin, the 
prime minister. 

Egged on by his cohabiting 
partner President Jacques Chi- 
rac, he has just given a display of 
national self-interest brash 
eno ugh to conjure up the grand 
gestures of GanDism. On Tnes- 
day, the two politicians declared 
bluntly that the crucial and pres- 
tigious job of beading the fixture 
European Central Bank should 
go to a Frenchman. 

The move, announced in the 
first joint communique with the 
Elysfie presidential palace since 
Mr Jospin took office five mnnfhfl 
ago, was not entirely unexpected. 
But it win require a pretty tough 
hide to deal with the diplomatic 
n^nBPq n pnraK of pushing the can- 
didacy of Jean-da tide Trichet, 
the current governor of the Bank 
of France. 

Dutchman Wto Dmsenberg is 
already head of the European 

Mone tary Institute, the precursor 
of the ECB. Under German 
patronage and with general EU 
consent he looked a shoo-in to 
gain the n omina tion to govern 
the new central bank. 

Not any longer. 

The tone of the official raimmimi. 
qu6 left little doubt the French 
believe that a Frenchman could - 
and should - do the job best 
“The role of the fixture European 
Central Bank wiZZ be cruciaZ in 
ensuring the credibility and suc- 
cess of the single currency and 
tha choice of leadership of the 
institution will be decisive in 
launching the euro in the best 
possible conditions." 

Implicit in this wording was a 
consistent Gaullist signal from 
Paris, easy for its Europe a n part- 
ners to decipher. The accelerat- 
ing moves towards European eco- 
nomic and monetary union 
should not be left to German 
hegemony. As Mr Jospin's elec- 
toral manifesto said an the euro: 
“France must pursue a policy 
that preserves its own interests." 

Undoubtedly there le an ele- 
ment of amour propre involved. 
The Gaullist tradition refuses to 
accept the realities of European 
balance-of-power politics brought 
about by German reunification. 
Even now. France is unused to 
not being the prime mover in 
European affairs. This is coupled 
with a French assumption that 
the nation ’s formidable tradition 
of providing brilliant civil ser- 
vants it should continue 

filling top international jobs. But 
European Reatpolitik is also at 
play. France reluctantly con- 
ceded that the ECB should have 
its headquarters in Germany in 
the belief that this would be bal- 
anced by the governorship of the 
new central bank. 

This belief - whether or not 
based on a nod between Chancel- 
lor Helmut Kohl and the late 
Francois Mitterrand - is being 
put to a dangerous test If France 
loses out, it will confirm Paris's 
junior role in the politics of the 
euro. 

On the surface, the moment 
chosen to ruffle European feath- 
ers, embarrass the Germans and 
infuriate the Dutch, looks 
remarkably ill-timed. The govern- 
ment is urging its demands upon 
its European partners at the very 
tfmp when it is embroiled as arbi- 
ter in a trackers' protest that is 
disrupting haulage traffic 
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Comfortable 


•^Gerhard Gramme, predatory 
..chief executive of Krupp Hbescb, 
•'Ty. nervous he certainly doesn't 
> Show it 

‘Though there can. only be 

'roomforxshe man at the top of 


. andKrnpp engineering group, 
^there’s hot the slightest hint of 
angpt curthe & be of the . 


;V. may be partly doe to 

arithmetic. Far although Krupp ’’ 
te the smaller of the two 

companies tying the' knot, the 
Krupp foundation wifi be the 
biggest ahmebobter with 
somewhere between 15 and 20 
■ fees cent of tiie merged grotqj. 
-Heading the Krupp foundation is 
Cary Grant loofcafiie Berthoki 
"Bette, the charismatic 84-year-old 
; fanner Knipp manager, who’s 
Tinted to have farmed a 
father-son relationship with the 

: energetic Gramme. 

But Although Cromme is 
' widely regarded as having the 
edge aver Thyssen chief 
executive Diets 1 Vogel in the 
race fortbetoP job, it wont all 
be plane sailing; There are nasty 
rumblings from the trade union 
tamp, with Dieter Smfi, head of 
. the workers' council at Thyssen, 
echoing workers’ doubts 
surrounding Cromme’s 
attemp ted-hostile takeover bid 





throughout the continent. In 
spite of pleas from Britain, the 
EU Commissi an and Spain to cre- 
ate “safe corridors”, Mr Jospin 
has opted not to antagonise the 
truckers. 

British exasperation over the 
truckers’ dispute is likely to over- 
shadow what would otherwise 
have been a friendly 
Anglo-French summit in London 
today and tomorrow between two 
Socialist colleagues. Equally, at 
an informal Franco-German 
meeting yesterday in Paris, Mr 
Kohl had to be mollified over his 
concerns at France's inability to 
guarantee the free movement of 
goods an its territory for the sec- 
ond time in 12 months. 

However, French officials 
argue that, if they were to pro- 
mote their country's interests in 
the composition of the ECB, now 
was the time. In the past month, 
French and German central 
banks have reinforced their com- 
mitment to the euro. Their 
short-term interest rates have 
converged. The markets appear 
to have accepted that this Fran- 
co-German axis is determined to 
make the euro work and that the 
currency will be introduced on 
schedule. 

The decision also comes two 
weeks after the British govern- 
ment clarified the UK's wait-and- 
see stance on monetary union; 
and follows a rebound of the 
Prodi government in Italy com- 
mitted to keep the Italian econ- 
omy on course to meet the Maas- 
tricht convergence criteria. To 
have waited much longer would 
have reduced the bargaining time 
and, by the same token, the size 
erf the bargain France could could 
hope to wring. 


“We couldn't wait much longer 
because monetary union is gath- 
ering pace and the central h ank 
is such a key institution for the 
fixture of Europe and therefore 
France.” said one official. 

The real surprise is the way Mr 
Jospin has thrown his weight 
behind what was originally Presi- 
dent Chirac’s hobby-horse. Mr 
Jospin had no favourite candi- 
date but backed Mr Trichet 
whose commitment to the franc 
fort is well known, yet whose 
relations with President Chirac 
have gone through their ups-and- 
downs. 

Mr Jospin's enthusiasm for the 
euro was perhaps underestimated 
when he took office. But he set 
four conditions for endorsing the 
single currency and introducing 
the necessary budgetary auster- 
ity to bring the deficit into line 
with the 3 per cent of gross 
domestic product laid down in 
the Maastricht treaty. He insisted 
that: 

• The candidature of Italy and 
Spain was “necessary and possi- 
ble". 

• Monetary union must 
embrace a pledge to create jobs. 

• The ECB’s power must be bal- 
anced by political direction on 
economic policy. 

• The euro must not be overval- 
ued against the dollar and yen. 

He has seen the franc profiting 
from the weakness of the dollar 
but holding steady during the 
recent Asian turmoil. There 
should be sufficient substance in 
the forthcoming Luxembourg 
summit on employment to satisfy 
the jobs condition. The issue of 
political control of economic pol- 
icy - and by extension influence 
over the ECB - looks as though 


it can be finessed. 

The real problems arise over 
Italy and Spain, b the Flench 
government willing to exclude 
the two countries as the French 
and German central bankers 
press for a bard euro? 

This is a sensitive area involv- 
ing complex relations with 
important neighbours. Yet it is 
precisely where the horse-trading 
Is likely to be if France is to win 
concessions over the composition 
of the new central hank 

Germany has made clear to 
both Mr Jospin and President 
Chirac that the inclusion of the 
"Club Med" countries in the first 
phase of Emu risks farcing up 
the interest rates of core euro 
countries - including France. 

The Jospin government was 
none too pleased last month 
when the Bank of France fol- 
lowed the Bundesbank in raising 
Leftist deputies were only talked 
out of summoning the entire 
Bank of France monetary council 
to answer to parliament by con- 
stitutional lawyers who told 
them they had no right to do so. 

Higher interest rates are the 
last thing Mr Jospin wishes at 
the early stages of an economic 
recovery. Strong growth next 
year is the only way be can keep 
the budget deficit within the 
Maastricht guidelines without 
further painful fiscal measures or 
spending cuts (skirted in the 1996 
budget presented in September). 
And no one yet knows the impact 
of the truckers' dispute. 

So what is the French govern- 
ment up to? Unless it is raising 
the stakes over the ECB while 
preparing to settle for less, the 
tactic of pushing Mr Trichet’s 
name forward could well back- 
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for Thyssen in the spring. . - 

But Cromme, dubbed recently, 
by Deutsche Morgan Grenfell as 
“probably the most aggressive 
portfolio optimises in Germany*, 
would almost certainly not lose 
sleep over a “wrong" decision. 
He's apparently told friends that 
he'd get any number of 
attractive aflras within days, 

. should Vogel emerge as winner. 
How's that for craffidence when 
unemployment has Just reached, 
another high? 


their knees. 

; The US-born. Harvard 
educated niter, who once 
knighted an elephant and is said 
to possess anice line in 
bullet-proof underpants, remains 
popular and powerful but uses 

1 hie influence carefully- As the 
saxop bane-playing monarch 
regally pronounced in one his 
few interviews: “We keep in the 
middle, neutral and in peaceful 
co-existence with everybody.” If 
only fellow countrymen agreed. 


Courting peace Twisted cables 


■ King Bbumipol Adidyodtjj of 
Thailand, Brother of the Mocar 


Four Golden Umbraflas, rarely- 
intervenes In the tricky world of 
Thai politics. When he does, be 
tends to prove quite effective. * 
Rhnmi prfl, who’s apparently 
taken to his bed at the thought 
of the political borsetrading over 
a replacement prime minister, is 
immensely respected by his 
subjects and more than oqce has 
cams to the rescue to times of 
crisis. The world’s 
longest-serving monarch, now 
69. defused a nasty situation, 
back in 1973 when he brought 
together leaders of a discredited 

anthfi rtfaman grvggmmePt and 

student demonstrators to stifle 
dvil disturbance; in 1992, he 
moved to stop further disorder 
by commanding opposing 
politicians into his presence on 


■ Cable news king Ted Turner 
fired more shots yesterday at his 
old enemy Rupert Murdoch, only 
to find flak coming in the other 

direction. 

Speaking to an audience of 
European “newsmakers" In 
London, the Cable News 
Network founder laid into 
Murdoch - denouncing him as a 
force for evil on a par with Adolf 
Hitler. At which point, Murdoch 
biographer William Shawcross 
leapt to the man’s defence, 
accusing Turner of a “stupid and 
cheap shot”. 

Turner, originally angered by 
Murdoch in a dispute over New 
York cable channel, was 
unabashed by the onslau ght 
from a man seen by sane as 
overly sympathetic to the 
newspaper tycoon. He told bis 
accuser of Murdoch: *Tve 
studied him carefully, and I 


don’t respect him and I don’t 

tike him. " • • • 

Turner, in any case, has bigger 
problems an his. mind. He’s still 
seeking' the right person to ran 
his proposed foundation to 
channel the $3.bn he's promised 
from his own pockets into the 

United Nations. He’s also 
worried about the declining 
appetite among Americans for 
television news an foreign - 
famines and wars - both CNN 
specialities. Perhaps he should 
televise a few rounds between 
hlin and Murdoch. 


Womantalk 

■ Claims that New Zealand is 
setting the political pace in 
preparing to have women 
simultaneously occupying the 
posts of prime minister and 
opposition leader seem to have 
overlooked Norway. 

Jenny Ship W may be about to 
face up to Helen Clark in 
parliament but It's hardly 
epoch-making stuff. When Gro 
Harlem Iteundtiaiid was top lady 
in Oslo, she fanerf female 
adversaries at the helm of the 
main opposition party - and for 
good measure a woman also 
beaded the Conservatives. Still. 
If New Zealand wants to play 
one-upwotuanshlp, it can boast 
it’s also got a female head of 
state, even if she spends mast of 
her time on the other side af the 
world. 


fire. And if it does go wrong, this 
suggests France is beginning to 
miscalculate its own importance 
in Europe. 

The Jospin government 
appears in two min ds about its 
weight in the EU. The opposition 
is blinkered in its refusal to come 
to terms with a fast-changing 
world. Some of Mr Jospin's for- 
eign policy initiatives have been 
hard-headed, such as his decision 
to end France's tradition of being 
the gendarme of Africa. Yet oth- 
ers, like the refusal to enter 
Nato’s military structure because 
of a dispute over the alliance's 
southern command, smack of pet- 
ulant anti-Americanism, pander- 
ing to gaullist sentiment that 
clings to the belief of France’s 
sovereign independence. 

This split personality can be 
explained by the Gaullist inheri- 
tance personified by President 
Chirac who until May was dictat- 
ing all foreign policy. Mr Jospin 
himself is probably more focused 
on domestic issues at the 
moment 

But on a more general level 
this confusion spills over in the 
slow adaption of France's ruling 
elite to the globalisation of the 
economy. Changes, they know, 
have to be made, though most 
feel a special French solution - 
guided by the state - can be 
found. This belief in France's 
unique role justifies the view 
that it can and should influence 
the EU. 

•‘France has often got its way 
rather like a well-dressed woman 
complaining about the bill in the 
lobby of an expensive hotel," 
observes one European diplomat 
“This may not be the case in the 
future." 
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100 years ago 

Bulawayo Railway 
Bulawayo: Perfect confidence 
now exists here, and 
everything Is going as 
smoothly as anyone could 
desire. There has been quite a 
little raid an the Railway by 
shippers and passengers, but 
the new line is standing the 
rash very well. The town is 
full and there is the prospect 
of festivities fear some tirm* to 
come. As regards the mining 
industry much in the way of 
steady development will now 
be rendered possible by the 
opening of the Railway, 
although, of course, it will be 
some time before any very 
striking results can probably 
be achieved. 

50 years ago 

Queen Mary Misses Tide 
After a day of meetings, 
negotiations and conflicting 
reports following the strike of 
100 of her crew in support of 
the unofficial stoppage of the 
Merseyside men, the Queen 
Mary missed the evening tide 
yesterday for New York. It 
was planned for the liner to 
sail on the 430 a..m. tide 
today. Although the 
Liverpool strikers deckled last 
night to call off the strike 
from noon to-day on the 
promise that negotiations on 
their demands will begin 
immediately, the Queen Mary 
strikers derided to meet on 
Southampton Common this 
morning. 


* 












Toyota suspends output i Philippine 
at factories in Thailand 


By Ted Bardacke in Saimrt 

Prakan, ThaBand and 

Mldriyo N akam o to in Tokyo 


Quitting time at Toyota 
Motor's flagship Samrong 
plant in Thailand is no longer 
a moment of rel ea se. 

Yesterday, the Japanese 
motor group announced it was 
suspending production at its 
two Thai plants for the rest of 
the year in an effort to reduce 
mounting inventories. 

After hearing the news, 
some of Samrong’s more than 
2.000 workers huddled outside 
the gates, discussing their 
uncertain future as they 
waited under grey skies for 
their company buses to take 
them home. 

*Tm very worried. There are 
lots of rumours and the news 
keeps changing every day,” 
says Tinakom, an assembly 
line worker for the past five 
years. 

For the moment, Toyota 
workers in Thailand are well 
protected. They will continue 
to receive fall pay - although 
no overtime, which can 
account for 25 per cent of 


take-home pay - through to 
the end of the year. They may 
even get their traditional year- 
end bonus, according to com- 
pany officials and workers. 
And if the factory reopens 
early next year, as Toyota says 
it will try to do, most will get 
their jobs back. 

Toyota's decision to halt 
operations underlines the 
severity of the market down- 
turn in Thailand in the wake 

Ctf the frnanrial tUJTOoll that 

began last spring. 

The Thai car market has 
been affected by a sharp fall in 
demand and the failure of 
financial Institutions which 
had offered car loans to con- 
sumers. A 5 per cent increase 
in the wwii» tax annonrowl nn 
Tuesday is likely to further hit 
demand. 

Total car sales in Thailand 
are forecast to fall by about 39 
per cent to 360,000 from 589,000 
last year. Toyota, which has 
about a one-third market 
share, now expects to sell 
about half of the 176,000 cars it 
had targeted. Sales in the first 
nine months were 20 per cent 
down at 95.000. It has about 


five months' stocks parting its 
car parks and dealerships. 

The anxiety at Samrong is 
palpable. "We will get foil pay 
this year but we don’t know 
about next year” says Arvutfa 
Intra-rathut, 24. who makes 
Bts.ooo {$220) a month. He 
wonders when Toyota might 
find it cheaper to sack workers 
rather than keep pa ying them 
for not producing anything. 

Redundancies have been 
rare in Thai industry. Workers 
who are gadtnd are entitled to 
severance pay of six months’ 
wages plus one month for 
every year of service. And, 
unlike in many other develop- 
ing countries, employers 
nearly always pay up. 

“It is a question of face,” 
says a labour specialist at a 
Western embassy. "Employers 
have a paternalistic attitude 
towards their employees and 
are supposed to protect than 
They will cut other costs to 
the bone before firing people. 

"But that may change if 
companies really start hitting 
the wafiL” 
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Yeltsin fires 
Berezovsky 


Continued from Page 1 


Saint-Gobain plans 
hit Pilkington shares 
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ened the reformers' camp. The 
important figure in their come- 
hack appears to have been Mr 
Nemtsov, who is emerging as 
the president’s favourite. 

He recently accompanied Mr 
Yeltsin to a summit in Siberia 
where he was singled out for 
public demonstrations of presi- 
dential affection- Officials said 
Mr Nemtsov used that bond to 
convince the president to oust 
Mr Berezovsky. 

But in the troubled northern 
Caucasus, the area for which 
Mr Berezovsky was responsi- 
ble at the Security Council, he 
is likely to be missed. Even the 
Chechens, who have little 
fondness for Moscow and its 
officials, said Mr Berezovsky's 
dismissal could harm negotia- 
tions for a lasting peace in 
Chechnya. 

In contrast, western finan- 
cial institutions are likely to 
rejoice in the apparent 
strengthening of the reform- 
ers, and in particular of Mr 
Chubais, who Is seen as a 
guarantor of Russian market 
reforms and is the west’s pre- 
ferred interlocutor. 


Continued from Page 1 


high and its plants are not 
efficient enough. 

Last week, it announced 
measures to bring its costs 
into line with its rivals*. It 
plans to reduce its workforce 
by 6,000 to 22,000 and will 
dose or sell about a third of 
Eur ope a n outlets that distrib- 
ute and process glass. These 
are mainly double-glazing and 
glass-cutting nwWn. 

Saint-Gobain said yesterday 
the move to open a UK plant 
was not whnpd at taking mar- 
ket share away from rivals. 
The extra capacity would 
replace the glass that Saint- 
Gobain currently imports to 
its UK operations. 

Paolo Scaroni, PQktogton’s 
new chief executive, said: 
"The European market is 
growing at 3 pm- cent a year, 
which means the industry 
needs to build one new float 
line a year to keep op with 
demand. This time it's Saint 
Gobain doing it There is no 
overcapacity.” 

Mr Scaroni was surprised at 
the market’s reaction and had 


Share price relative id the , 
FFS£ Asmara index . 
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bought 300,000 Pilkington 
shares at 132p each, his first 
investment in the company. 

But some analysts said the 
move was still negative for 
Pilkington. Mike Betts at 
Goldman Sadis said: “It’s not 
worth 12 per cent off the share 
price, bnt clearly, if Saint- 
Gobain is p n tUig in capacity 
and Pilkington is not, then 
they'll lose some market share 
somewhere.” 

Another conceded that the 
share price fall looked over- 
done, bnt add ed : “Pilks is an 
edgy stock, and if there is bad 
news, people want to get out.” 
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Canada may lose case over reactor sale 


Continued from Page 1 


two Candu reactors at Qin- 
shan, near Shanghai in Zhe- 
jiang province. 

AECL is to provide engineer- 
ing service, equipment and 
project management It will 
also train Chinese operators 
for the reactors, the first of 
which is scheduled to be opera- 
tional by 2003. 


AECL and several interna- 
tional partners last month sub- 
mitted a C$3.64bn bid to build 
two similar reactors in Turkey, 
a project which has also 
attracted two competitors. 

The Canadian government 
has approved C$l-5bn in finan- 
cing through the Export Devel- 
opment Corporation. The gov- 
ernment has required AECL to 
conduct a “shadow" environ- 


mental assessment of the 
Turkish project. It was not 
immediately clear how a 
Sierra Club court victory could 
affect the two projects. Eliza- 
beth May, for the group, said 
tbe Chinese authorities would 
not welcome public scrutiny 
and Beijing could cancel tbe- 
contract should Canadian 
courts require a public 
hearing. 


the largest entrants to the sec- 
tor. Mr Jung said Total would 
be postponing fresh invest- 
ments Until the wnewt-n-inHos 
were resolved. 

Roberto de Ocampo, finance 
secretary, was “stunned” by 
the court’s ruling which he 
described as “unprecedented”. 
President Fidel Ramos said he 
had directed three government 
departments to review the 
decision to determine whether 
to appeaL 
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FT WEATHER GUIDE 


Europe today 


Northern Scandinavia will have 
sunshine and snow showers, with 
more pers i stent snow across central 
Scandinavia. Southern Scandinavia 
win be milder, with rain. 

The Low Countries, Germany, 
Austria, Switzerland and France will 
be cloudy with some ram and 
drizzle. 

The Iberian peninsula and northern 
Italy will be cloudy with rain, heavy 
and thundery at times. Portugal win 
have s trong winds. In central and 
southern ttty, there wffi be some 
sunshine and a few showers. Greece 
will be dry with plenty of sunshine. 
Eastern Europe wffl be dry, but will 
be much colder. 
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Five-day forecast 

There will be rain or showers over 
many parts. Western Europe, central 
and western parts of the 

Mediterranean will have further 
spells of rain. 

Eastern Europe and the eastern 
Mediterranean wffl start dry and 

settled, but rain win spread from the 
west later. 
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Situation at midday, nmpmtunsowdmum for day. Forecasts by PA WBatharCantro 


Abu Dhabi 

Accra 

Algiers 

Amsterdam 

Athens 

Atlanta 

a Aires 

Atom 


Barcelona 


Maximum 
Celsius 
CJoudy 30 

Fair 32 
Thunder 25 
Ran 14 
Fek-17 
Rain 13 
F«r 25 
Shower 14 
Fair 31 
Thunder 22 


Belgrade 

Beilin 

Bermuda 

Bogota 

Bombay 

Brussels 

Budapest 

Ctogen 

Cairo 

Caracas 


Sun 13 
S hower 11 
Fair 14 

Rain 10 
Fak 27 
Thunder IB 
Thunder 34 
Rain 14 
Cloudy 11 
CJoudy 8 
Sun 25 
Sun 31 


CanSff 

Crahtanca 

Chicago 

C0kJ?» 

Dakar 

DaBas 

DsW 

Dubai 

Duttn 

D ub ro v nik 

Ednbugh 

Faro 


Shower 12 
Thunder 20 
Rain 6 
Rain 14 
Sim 32 
Sun 17 
Sin 23 
Cloudy 31 
Showerii 
Ran 18 
Showerii 
Show 21 


Frankfurt 

Geneva 


Gibraltar Thunder 21 
Glasgow Dnzi 11 


Hamburg 

HtfslnM 


Rain 13 

Sleet 1 



No othor airline flies to more cities in 
Eastern Europe. 
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Hong Kong Sun 24 
Honohiu Fair 30 

Istanbul Fair 14 

Jakarta Thunder 33 
Jeraey Shower 15 
Johannesburg Sun 28 
Karachi Sun 34 

Kuwait Fair 30 

L Angeles Fair 23 
LasPaknaa Fair 27 
Lima Thunder 24 


Lisbon 

London 

Luxbourg 

Lyon 


Ram 15 
Shower 15 
Rain 12 
Rain IS 


Madeira TTuxxJer 23 


Madrid 

Majorca 

Malta 

Mandtestar 

Marita 

Meboune 

Mexico Ofy 

Miami 

MQen 

Montreal 

Moscow 

Munich 

Nairobi 

Naples 

Nassau 

New York 

Nice 

Nicosia 

Oslo 

POriS 

Perth 

Prague 


Thunder 13 
Rata 23 
Sun 25 
Shower 13 
Thunder 28 
Fair 25 
7ktiKter23 
Thunder 29 
Ran 17 
Cloudy 7 
Fair -2 
Rain 17 
Fair 23 
Shower 24 
Sun 29 
Fat 13 
Rain 19 
Sun 24 
Drzd 4 
Rata 12 
Stm 23 
Cloudy 10 


Rangoon 

Reykjavik 

Rta 

Roma 

S, Frsco 

Seoul 

Singapore 

Stockholm 

Strasbourg 

Sydney 

Tangier 

TdAvN 

Tokyo 

Tortnto 

Vancouver 

Venice 

Vienna 

Warsaw 

Was h ington 

WeiHngton 

Winnipeg 

Zunto 


Sun 30 
Cloudy 4 
Thimdar29 
Shower 23 
Fat 21 
Sun 13 
Thunder 31 
Rata 7 
Ratals 
Shower 24 
Under 20 
Fair 24 
Fair 17 

Fat 7 

Rota 14 
Rata 15 
Cloudy 15 
Drzd 7 
Rain 15 
Fair IB 
far 10 
Shower 16 
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THE LEX COLUMN 


Jobs for the gargons 


In itself, it matters little who runs 
the European Central Bank The 
real issue is whether the hank itself 
mil prove to be above politics, to 
this regard, there is little to choose 
between Fiance’s Jean-CIande Tric- 
het and Wim Dtdsenberg. the Dutch 
president of the European Monetary 
Institute. Both have shown the 
grave mien and narrow focus expec- 
ted of central bankers. Why. then, 
does ft matter so much to France 
that a Frenchman run the bank? 

No doubt it reflects the French 
affection for r unning multilateral 
bodies. The International Monetary 
Fond, tbe Organisation for Eco- 
nomic Co-operation and Develop- 
ment, tbe European Bank for 
Reconstruction and Development, 
the European Commission - all 
until fairly recently had Frenchmen 
at the helm. Germany h as had its 
way on ECB independence, its loca- 
tion in FrankfUrt and the introduc- 
tion of a stability conncfl. so the 
French probably feel It is time they 
had a victory. 

This may sound like good, clean 
fun - except for the Dutch - set to 
I end with the traditional fudge can- 
didate. Alas, the dispute is not so 
easily swept under the carpet. At 
the very least, ft is evidence that 
tbe euro will not benefit from the 
same political consensus that has 
characterised the D-Mark. More 
worrytngly, it is a reminder of the 
uneasy nature of the Franco-Ger- 
man alliance at the heart of eco- 
nomic and monetary mrinn. Experi- 
ence suggests these cracks will be 
papered over. Bat their existence 
requires a higher risk premium on 
Europ ean assets thaw markets are 
currently allowing. 


FTSfE Ewotop 300 index 
921.0 (+4.1> 


1 Yield spread 


10 -yaw banchmwk bonds 
Arenas minus Gwmany (basb points) 
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switched from private parinG^e 
into reits to overcome ca P*“l 
tax problems. By running as 
proper businesses, they were 
quickly rewarded with a cheap 
source of highly-rated, artificially 

tax-privileged stock. 

While this has often produced 
enviable shareholder returns, there 
is an inherent tension between such 
racy management and reits angi- 
nal purpose which could lead to 
conflict with the tax man. Nor is It 
clear that property moguls bring 
much added value to the manage- 
ment off other businesses, such as 
rrrs and casinos. With the 

reit sector trading at a 25 per cent 
premium to net asset value, such 
questions are increasingly worth 
asking. 


to the ccmtext of defence industry 
consolidatio n, disposing of the 
defence assets is a realistic ambi- 
tion. Bat there are big doubts: even 
allowing for the defence sale, the 
saoom ($ 1,328m) Vickers, plus a 
healthy bid premium, would be a 
formidable meal for tbe £500m May- 
Bower. Would a highly geared May- 
flower have the muscle to compete 
in the motor industry? And is it 
playing in the same engineering 
league as Vickers? 

Of course, a bid may not material- 
ise. And the prospect of receiving 
hi g hl y geared Mayflower paper 
would anyway prompt legitimate 
reservations. Bat Vickers' manage- 
ment will still have to persuade 
shareholders that a strategy centred 
on tbe stodgy defence sector is the 
right way forward. 


Reits 


Vickers/Mayflower 

Vickers, once a mighty name in 
British engineering, has had a 
relentless fell from grace. If ever 
there were eloquent confirmation, it 
is in the fact that it has appeared 
on the radar of a relative stripling 
like Mayflower. Of course, John 
Simpson, Mayflower's chief execu- 
tive, has never wanted far ambition. 
And, to date, his loyal band of 
Shareholders has done well by back- 
ing him The group’s record of buy- 
ing underperforming assets and 
extracting value has been enviable. 

But could this be a step too far? 
Mr Simpson wifi have to be very 
persuasive if shareholders are to 
support a bid. There are superficial 
synergies: Mayflower is a supplier 
to Rolls-Royce, and the Cosworth 
engineering business would fit wefi. 


From obscure acronyms to stock 
market stare: tbe near-SHSm tod far 
ITT by Starwood Lodging, a real 
estate investment trust (reit}, has 
turned the spotlight on an industry 
with a combined market capitahsar 
tion of $130bn. Set up in 1960, reits 
were designed as passive invest- 
ment vehicles allowing small inves- 
tors to buy into property. In return 
for paying out 95 per cent of their 
income as dividends, they were 
freed from corporate taxes. 

Since 1991. however, many have 
turned themselves from quasi- 
mutual Binds into active operators 
that build, manage and redevelop 
everything from offices to prisons. 
This transformation has been 
underpinned by the revival of the 
US p rope rt y market But it has been 
driv en by an inffnr of p rofessional 
management as big developers 


Pilkington/St Gobain 

St Go bain's decision to build a float 
g ia«a» plant in the UK is bad news at 
a bad time for Pilkington. Increases 
in capacity to overeupplied markets 
hit tbe least efficient producer hard- 
est. even if that is a title Pilkington 
is determined to lose. But tbe 11 per 
cent fell in its share price yesterday 
is overdone. Already a big exporter 
to the UK. St Gobain did not need a 
British plant to start a price war. Its 
prime motive Is lower transport 
costs for its existing production, not 
a push for market share. 

Furthermore, the increase in 
capacity is not as great as it first 
appears. Demand growth should 
compensate for the increased out- 
put by tbe time tbe plant comes 
onstream at the end of 1999. Capac- 
ity, however, will be freed up at St 
Gobain’s continental plants that 
previously exported to the UK. And 
plants generally become more pro- 
ductive over time. But this alone 
should not lead to a double-digit hit 
to Piiking ton's future eamings. 

At this price, not merely are the 
shares cheap - Paolo Scaroni. the 
new chief executive, bought 
£396,000- worth himself yesterday - 
but the company looks vulnerable 
to takeover. St Gobain might be 
playing a sharp game indeed. 
Monopoly problems would stop It 
taking the European operations. 
But it would love to have the com- 
pany’s 31 per cent share of the US 
automotive glass market. And the 
European rump could go to the pri- 
vately-owned Guardian of the US or 
to any number of cost-cutting finan- 
cial buyers. 


Additional Lex comment 
on P&O /Boris, Page 18 
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10 times a day Swissair takes you 
from Heathrow to the Alps. For a 
breathtaking view from above. And 
a breathtaking hike from below. 
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BZW sale dents 
big reputations 


Two big reputations - 
those of Barclays chief 
executive Martin Tay- 
lor (left) and the US 
investment bank Gold- 
man Sachs - have been 
dented by the failure to 
find a buyer for all of 
the BZW businesses up 
for sale. Barclays' deci- 
sion to consider an 
offer from Credit Suisse 
First Boston for part of 
the businesses, having said it was aH or moth- 
ing, represented a volte face on which rivals 
were quick to seize. Page 19 

Growth bwMflte of iMiger 

The planned merger of the Tbyssen and Krupp 
Hoesch steel and engineering groups will be 
more than a cost-cutting exercise. Only 2J000 
voluntary redundancies have been signalled oat 
of the turn Arms' 190,000 employees. This sug- 
gests the merger should provide opportunities 
for expansion. Page 14 



Boeeaw noon rag— fordp law — tors 

The Russian government has lifted restrictions 
on foreign ownership of the co un tr y’ s oil com- 
panies in an attempt to entice international 
investors to participate to forthcoming privati- 
sations. Foreign investors had previously been 
limited to a 16 per cent shareholding. Page 22 


DvH Austria rssdy to shim 

Is Vienna's 228-year-old stock exchange about to 
shed its Image as one of the world’s dullest per- 
formers? There are signs that investor inter e st 
in one of Europe’s smallest stock markets is 
finally awakening. Page a2 
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Economy boosted by $2.73bn bid for privatised energy company 


CPFL 

Brazil 


sell-off gives 
70% premium 


By Gooff Dyer In SSo Paulo 


The Brazilian economy 
received a huge vote of confi- 
dence yesterday when VBC 
fanftrg faj a ffftnaftjnm of lead- 
ing Brazilian tvwwpwniwB , bid 
R$8bn C$2.73hn) for Ccmpanhla 
PauUsta de Forga. e Lux 
(CPFL), an electricity company 
in SSo Paulo state. ' 

The winning bid represented 
a premium of 70 per cent to 
the minimum price of 
R$L77bn, set by the state gov- 
ernment, «nri Was more than 
d onhTw the j> rpTY>jwm that ana- 
lysts had expected. It was the 
second-largest privatisation 
yet in B razil. 

The result allayed fears that 
the turbulence fax ginhwi finan- 
cial markets over the last 
ftw iw ig ht might ijurnfl Brazil's 

huge prtvMt1« rt1<v^ 

and reduce Inrrrmfrg 1 lrmg wtwrm 

investment which is nwAitori to 
TnwVntein econo m ic stability. 

“The fact that the sale took 
place has a lot to do with the 
trust In Brazil the belief 
that it wouldn't be shaken by 
the crisis," said Mario Covas, 
the g ov e rnor of san Paulo. 

VBC is made up of Grupo 
Votorantim, one of Brazil's 


largest industrial conglomer- 
ates, Banco Bratesco, the big- 
gest private sector bank in 
Latin America, and Camargo 
Corrfea, the construction 
group. It was Joined In the bid 
by a number of pension funds, 

frnr-lnHing pTCVi. Barinn (Jo 

Br«gfi fund. 

Four groups took pert in the 
auction far the 57.6 per coat 
stake of ordinary shares in 
CPFL. 

The next highest bid was 
R$2.63bn, a premium of 
48 per cent, from ri g ht, the Rio 
de Janeiro p lp rt r i city company 
which is ftwtrwiiiiri by Eletri- 
c4tfi de France, AES and Hous- 
ton Industries of the US. 

Joafi Guimar&es Monforte, 
president of VBC, said the con- 
sortium b»>i around R$8bn of 
short-term domestic debt, 
which it would seek to refin- 
ance through a bond or a 
syndicated when market 
f*\yvHHnnq improved. 

VBC was advised by Nations 
Bank and Banco do Brasil. 
Last month VBC and Previ 
paid RflJMbn, an S3 per cent 
premium, for one of the two 
electricity companies in the 
southern state of Rio Grande 
do SuL 


Br azilian shar ps fpP 9»l per 

cent last week after the 
upheaval in financial markets 
increased fears that Brazil, 
which has an over-valued cur- 
rency and large budget and 
current account deficits, would 
be forced to devalue its cur- 
rency. 

The government doubled 
Interest rates to maintain con- 
fidence. 

The CPFL auction was seen 
as an important test of the 
privatisation programme, 
which is a Hnrhpin of the 
economic strategy because it 
provides long-term funding for 
the current account deficit. 

Citibank estimates that the 
government will raise $90bn 
from privatisations by 2000. 

Carrado Varoh, a director at 
Morgan Stanley which advised 
the state government, said 
that any delay in the auction 
would have been a very nega- 
tive si gns'!. 

“The result underscored that 
strategic Investors have a 
lot of confidence in 
Brazil," he s aid 

The proceeds foam the sale 
will be used to reduce the 
S12bn debts cf CESP, the state- 
owned electricity generation 



A CPFL worker protests outside the Sao Paulo stock exchange 
as bidding for the privatised power company aided yesterday *» 


company, which controlled 
CPFL. CESP and Eletropaulo. 
the other SSo Paulo distribu- 
tion company, are due to be 
privatised next year. 

CPFL distributes around 6 


per cent of Brazilian electricity 
and covers an area the size of 
Portugal 

The company has little debt 
and one cf the lowest energy 
loss rates in Latin America. 


US banks 
outperform 
Japanese 
in Tokyo 


By GDRmi T*tt In Tokyo 


Two US Investment banks, 
Merrill Lynch and Morgan 
Stanley, were the most active 
traders on the Tokyo Stock 
Exchange last month. 


They overtook for the first 
time the biggest Japanese 
securities companies, which 
have traditionally dominated 
♦Via business. 

Another US group, Goldman 
Sachs, beat Japanese rivals to 
record the largest turnover in 
the Japanese convertible bond 
market last month. 

These swings highlight the 
growing penetration In the 
Japanese financial sector by 
foreign groups before “big 
bang" deregulation. This was 
also partly triggered by recent 
scandals in the Japanese bro- 
kerage sector. Analysts 
warned the trend could moder- 
ate in the coming month*. 

Merrill Lynch accounted for 
8 per cent of TSE trades in 
October and Morgan Stanley 
7J5 per cent. This gave Morgan 
Stanley a higher market share 
in Tokyo than on the New 
York Stock Exchange. 

Nomura Securities and 
Daiwa Securities, the two larg- 
est Japanese brokerage 
houses, had 5.43 per cent and 
5.2 per cent market shares 
respectively, leaving them in 
third and fourth place. They 
woe followed by NBcko Securi- 
ties and Goldman Sadis. 

The big four Japanese bro- 
kers - Nomura, Daiwa, Nlkko 
and Yamaichi Securities - are 
entangled In scandals over 
their business relationships 
with corpor ate racketeers. 

In early August Nomura was 
banned from making propri- 
etary stock-related trades and 
from participating in govern- 
ment bond underwriting and 
auctions *mtii the of the 
year. The company has been 
suspended from parts of the 
Japanese capital markets as 
weH Also, an securities trad- 
ing and futures broking at 
bead office were suspended at 
the time for about one month. 

Several large corporate ch- 
eats have also suspended deal- 
ings with the four Japanese 
brokers. 

In August, foreign brokers 
as a group took a larger share 
of TSE trades than the big four 
Japanese brokers for the -first 
time. Last month the foreign 
group achieved a 88.7 per cent 
market share compared with 
32.4 per cent in August The 
big four had an 18 A per cent 
share, down from 25.8 per emit 
in August. 

During most of last year for- 
eign brokers had only 18 per 
cant of TSE volume, while the 
big four accounted for over 30 
percent 

Nomura's problems threat- 
ened to worsen yesterday after 
the Japanese media reported 
the firm was being investi- 
gated for using excessive 
entertainment to win under- 
writing contracts. 


Weald stories. Page 32 


Asian market crisis hits $800m 
Indian gas authority GDR issue 


By Krishna Guha In Bombay 


India yesterday was caug ht up 
in the crisis a ff anting - Asian 
markets when it abandoned a 
planned 3800m issue of global 
depositary receipts by the 
state-owned Gas Authority of 
India (GAIL). 

The finance ministry said 
the issue of the GDRs — which 
trade on overseas markets in 
lieu of underlying shares - 
had been “postponed” due to 
“turbulent conditions cur- 
rently prevailing on most 
international markets". 

Its collapse leaves a hole in 
government finances and 
throws into doubt a second big 
(SR Issue by MTNL, the tele- 
coms company, scheduled for 
♦he end of thli? month. 

The ftnnnne minis try wild it 
took the in an emer- 

gency meeting after a warning 
from the three banks coordi- 
nating the global issue of 
GDRs: BZW, Jardine Fleming 


Postponement throws into doubt 
$900m MTNL telecoms issue 


and Morgan Stanley. It said 
“sale of a substantial volume 
of the GDRs was only possible 
at prices which are below 
those likely to prevail once 
normalcy is restored". 

Analysts suggested the issue 
would have raised only about 
$500m because of a drop in 
Investor demand. 

The head of one bank 
involved in the issue described 
GAIL as “among the bluest of 
India's blue chips" and Bald no 
problems had been encoun- 
tered until last week's turmoil 
in Hong Kong. "It is 100 per 
cent a knee-jerk reaction. It is 
an issue of global markets 
going Into a tail-spin. It is very 

palnflil. * 

No dedsion has yet been 
taken on when GAIL could 
return to the market - but it is 


highly unlikely to be before 
February next year. 

The GDR issue by MTNL is 
expected to raise more than 
$900m. Yesterday the financ e 
ministry indc toH jt was “pre- 
cisely an schedule". 

A senior banker involved in 
the MTNL deal said it would 
be easier to sell because the 
underlying shares were more 
liquid and more widely held by 
foreign investors. Because 
investment banks and brokers 
had prepared mare research on 
MTNL investors also had a 
better understanding of its 
business. 

However, the issue is vulner- 
able to further market turbu- 
lence and although MTNL will 
no longer have to compete 
against GAIL, bankers say the 
deal will have to be “intelli- 


gently priced". Without 
receipts from the GAIL sale, 
which would be equivalent to 
about 025 per cent of GDP, 
Tnriia is almost certain to gen- 
erate lower revenues from 
asset sales than it had expec- 
ted and will overshoot its 
planne d fiscal deficit. 

The finance ministry yester- 
day suggested that India COUld 
sell G ATT, shares on the domes- 
tic equity markets, but this 
prospect Is not taken seriously 
by analysts. 

Ramnath Iyer, strategist at 
Peregrine Securities, the Asian 
investment bank, said the 
weak response from foreign 
Investors would depress Indian 
equities today. But he said 
new money was still coming 
into India. Yesterday Caspian 
Securities announced it had 
secured $70m for a new public- 
sector fund managed by Unit 
Trust of India. 


Bengal struggle. Page 16 


SFO help 


sought in 

Trustor 

inquiry 


By Tim Burt In Stockholm 


Swedish police last night 
requested assistance from 
Britain’s Serious Fraud Office 
to trace SKr620m (583m) that 
has aUegedly disappeared 
from Loudon h ank accounts 
held by Trustor, the Swedish 
investment company. 

The request, passed to the 
SFO via the UK Home Office, 
could pave the way for a 
full-scale fraud Inquiry into 
the affairs of Trustor, which is 
controlled by Lord Moyne of 
the Guinness brewing 
dynasty. 

Bo Skartnder, the Swedish 
state prosecutor in charge of 
the case, said Trustor employ- 
ees had been questioned over 
the alleged misappropriation 
of assets, bnt no charges were 
imminent 

“I have started a prelimi- 
nary investigation. Him Is a 
suspicion of a crime Involving 
a breach of shareholder 
trust" he added. 

The company, in which Lord 
Moyne acquired a controlling 
stake this summer, was 
unavailable for comment 
yesterday. 

However, one non-executive 
director at Trustor said he had 
requested an emergency board 
meeting to clarify the where- 
abouts of the company's assets 
and to ask why it had not 
responded to stock exchange 
requests for information. 

Hie director, who asked not 
to be named, said he would 
also seek clarification over the 
role or a number of so-called 
"assistants" working at Trus- 
tor’s Stockholm headquarters. 

One of those assistants was 
yesterday named as Joachim 
Posener, a businessman who 
was released from a Swedish 
prison earlier this year after 
serving a sentence for fraud. 

Shares in Trustor have been 
suspended since Friday, when 
the state prosecutor first 
informed the stock exchange 
of the investigation. 

Senior exchange officials 
have warned Trustor that it 
could face a fine equivalent to 
10 years' stock exchange fees 
if it did not provide audited 
financial information before 
the end of the week. Ulti- 
mately, the company could be 

In the first half of this year, 
Trustor reported unaudited 
pre-tax profits up from 
SKr&8m to 5Kr729m on fiat 
revenues of SKr2.39bn 
(5Kr2.4bn). The profits were 
flattered by a SKr675m gain 
on share disposals. 


Accounting body 
rejects package 
of US standards 


By Christopher Adams 
In London 


Global accounting standard 
setters have rejected a pro- 
posal to adopt in full contro- 
versial US plans an accounting 
for financial instruments. 
inntniting r derivatives. 

But the International 
Accounting Standards Com- 
mittee, the body trying to 
bring about same global bar 
monisation of roles, has said It 
recognises the progres s which 
has been made in the US. It 
plan* to use the main parts of 
the US standards as building 
blocks for its own rules. 

The US proposals would 
require companies to show 
derivatives such as swaps, for- 
ward contracts and options at 
market value in their 
accounts. At present it is esti- 
mated billions of dollars of 
d eriva t i v e transactions are not 
reported in financial state- 
ments. 

The board of the IASC 
considered whether to adopt 
the US plana as an interim 
measure at a meeting this 
week. 

The decision to revise the 
proposals means an agreement 
with securities regulators on a 
global accounting code could 
be delayed until November 
next year. The IASC has been 
frying to agree a code by next 
April, and the rules on finan- 
cial fn*»nmieutit were the only 
ones still to be drawn up. 

The IASC said yesterday 
that tixe necessary changes 
related mostly to a question of 
style. However, it is thought 
some hoard members were 
rn myrnwl that volatility in the 
value of de ri v ati v e s would in 


some instances have a «ri»whip 
impact on reported earnings if 
the US plans were adopted. 

A senior partner at one of 
the big six accountancy firms 
said the IASC statement did 
not make it clear why the com- 
mittee wanted the proposals 
revised. He suggested it bad 
“backed down” on its original 
plans. 

The proposals have recently 
been attacked by toe British 
Bankers' Association. In a let- 
ter dated last Wednesday to 
Sir Bryan Carsberg, secretary 
general of the IASC, the BBA 
said that adopting the US 
proposals on derivatives would 
"create an illogical 
framework". 

“If the IASC wishes to press 
ahead with toe introduction of 
a measurement standard, then 
it would seem preferable to us 
for it to resume work on its 
own standard," the letter said. 

“As a general rule, the adop- 
tion of an Interim basis should 
be avoided given the substan- 
tial systems costs incurred 
whenever accounting rules 
change." 

Ernst & Young, the big UK 
accountancy firm, has 
described the proposals as 
“retrogressive". 

Some companies had 
expressed concern there had 
not been enough debate yet 
about how to account for 
financial Instr uments and that 
US standards might not be 
appropriate elsewhere. 

Hie IASC said it would work 
to complete an interim 
measure on how to account for 
financial instruments in 1998 
and recommended that the 
new draft proposals should be 
ready for approval in AprfL 


TNs announcement appears aa a matter of record only. 
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Nordic bank considers property exit 


EUROPEAN NEWS DIGEST 




By Tim Burt in Stockholm 


MeritaNordbanben, the Nordic 
bank created by the SKr80bn 
($lQ.6bn) merger of two of the 
region’s largest lenders, is consid- 
ering the demerger or trade sale of 
its Finnish property portfolio, 
which is valued at SKr35bn. 

The enlarged bank - comprising 
Merita of Finland and Nordbanken 
of Sweden - is drawing up a list of 
options on how to withdraw from 
the real estate market allowing it 


to concentrate on its core retail 
and corporate banking services. 

Hans Dalborg, chief executive of 
Nordbanken, said the bank would 
consider listing the real estate arm 
as a new company or disposing of 
the portfolio piecemeal. 

Mr Dalborg, who is to become 
chief executive of MeritaNordban- 
ken. said the bank was awaiting 
chang es in Finnish tax legislation 
before deciding how to proceed. 

MeritaNordbanken's proposed 
withdrawal follows confirmation 


last week by Swedbank, the Swed- 
ish bank, that it planned a SKrlbn 
stock market listing for Manda- 
mus. the property , company inher- 
ited following its merger with rival 
lender Ffireningsbanken. this year. 

A recent rebound in Nordbbn- 
k fin's share price, meanwhile, is 
expected to persuade the Swedish 
government to proceed with plans 
to cut its stake below 50 per cent 
ahead of the Merita merger. 

Merrill Lynch, the government's 
financial advisers, hinted law week 


that the sale might be postponed if 
Nordbanken shares remained 
depressed by stock-market volatil- 
ity. The shares have since risen 
sharply bom a low-point last week 
of SKr222, closing up SKrS at 
SKr2&h50 last night 
Figures released yesterday by 
Merita and Nordbanken showed 
the combined bank made pro forma 
profits of 5Kr4.69hn, an total oper- 
ating income of SKn<L23bn, in the 
first half of the year. 

Mr Dalborg said public deposits 


at the end of June were worth 
SKrSCbn, representing 4Z par cent 
of the Finnish market and 20 per 
of the market in' Sweden. 

In the six months to June 30, 
return cm equity was 28.3 per cent 
• Posti pankki, Finland’s third 
largest bank, yesterday reported 
nine-month pre-tax profits down 
from FM537m to FM527m (HQSn), 
on operating Income which fell 
from FM?-glhn to FM232bn. It said 
its figures were held back by a 
weaker third quarter. 


Austria Tabak 

oversubscribed 


fit* 1 


Weak 


prices 

hamper 

MoDo 


Contrasting response 
to strategic marriage 


By Tim Burt 


Chief executive of Krupp Hoesch has been the 
driving force in the planned link with Thyssen 


MoDo, one of Sweden’s 
largest pulp and paper pro- 
ducers, yesterday demon- 
strated the continuing pain 
inflicted on the Industry by 
weak selling prices as it 
reported sharply reduced 
nine-month profits. 

In spite of increased vol- 
umes, the company said 
profits fell from SKr2.47bn 
to SKrl.53bn ($204m) in the 
period to September 30. 

Operating margins shrank 
from 17.3 per cent to 10.4 
per cent as higher sales of 
SKrl6.2bn, up from 
SKrl5.9bn, failed to compen- 
sate for lower selling prices. 

For the group as a whole, 
operating profits fell from 
SKr2.77bn to SKrl.69bn. 
That decline was exacer- 
bated by a SKx238m loss ou 
c ur rency hedging, compared 
with a profit last time of 
SKrl-37bn. 

The pre-tax figure, more- 
over, would have been 
worse had the group not 
benefited from lower inter- 
est charges - which reduced 
its Wnanriai liabilities from 
SKr296m to SKrt64m. 

However, recently 
imposed price rises helped 
lift third-quarter profits to 
SKr668m. against SKr587rn 
in the second quarter and 
SKr487m in the first three 
months of the year. 

Even so, the quarterly 
operating profits remained 
well below the SKr873m 
recorded in the third quar- 
ter or last year. 

Bengt Pettersson, chief 
executive, said prices for 
fine paper and pulp had 
been increased, as had pulp 
prices in the fourth quarter. 
But he added: “Turbulence 
in Asia is currently making 
it difficult to assess price 
developments." 

Mr Pettersson said the 
group was enjoying "firm 
order intake and high deliv- 
ery volumes". But he gave 
no forecast for the likely 
full-year outcome. 

Earnings per share fell 
from SKrI8A0 to SKrII.70. i 

MoDo’s most commonly ! 
traded B shares rose ! 
SKjtO.SO to SKr2l3.50. 


A picture, they say, is 
worth a thousand . 
words. Anyone 
doubting that Gerhard 
Cromrne, chief executive of 
Krupp Hoesch, has been the 
force behind the engineering 
group’s planned merger with 
I Thyssen needed only to lock 
at Tuesday’s German televi- 
sion news. 

Mr Cra m m e and Dieter 
Vogel, Thyssen chief execu- 
tive, were waylaid by a cam- 
era team after explaining the 
plans to government officials 
in DQsseldorf. While Mr 
Cromrne, head of the smaller 
concern, enthusiastically 
fielded questions, Mr Vogel, 
long rumoured to be 
reserved about the merger, 
stood by silently, gating at 
the floor. 

The difference in body lan- 
guage said nothing about the 
decision, due later this 
month, over who will be 
chief executive of the 
merged group, although the 
54-year-old Mr Cromrne is 
widely regarded as front run- 
ner. Instead, it spoke vol- 
umes about Mr Cromme’s 
belief that the merger is 
essential in terms of indns- . 
trial logic. 

Krupp’s engagement to 
Thyssen mar ks a continua- 
tion of a strategy pursued 
consistently by Mr Cromrne 
since becoming Krupp chief 
executive in 1999. This, he 
explained in a recent inter- 
view with the Financial 


Times, has focused on: 
strengthening core busi- 
nesses by streamlining pro- 
duction: stepping up produc- 
tion abroad; buying and 
selling units to produce 
world class standards; and 
steering the process with an 
eye on shareholder value. 

Krupp, Mr Cromrne 
explained, supplies “high 
value Investment goods": 
products which “are in many 
cases manufactured in many 
countries in the world” in 
markets with “no monopo- 
lies any more”. Production 
“in Europe - not just Ger- 
many - is possible only if we 
have a volume that allows 
us to reach an optimum in 
production and so neutralise 
marketing and research and 
development costs". 

“That means concentra- 
tion on core sectors where 
we really have the know- 
how. 1 * Krupp also needs “an 
international strategy and a 
world presence". 

The global presence 
enables “a volume output 
that compensates for the dis- 
advantages of Europe as a 
centre of production com- 
pared with South Korea, or 
formerly Japan, or the Phi- 
lippines or Brazil in the 
future". It is also driven by 
the market 

“We produce for our cus- 
tomers where they want us 
to produce," Mr Cromrne 
said. “If they are happy to 
take products from Europe. 


we produce in Europe. But if 
they demand, as with the car 
industry, that we produce in 
the US, Mexico. Brazil or, as 
in China, that they want 
local production, then we go 
there and produce locally. 
Today 40 per cent of Krupp 
employees are working 
abroad - outside Germany.” 

Krupp’s aim is to make 
high-technology, world Maac 
products. “In 1990, hardly 
any of our activities were 
world class. Now 75 per cent 
are. I refuse to regard our 
products as classic, unfash- 
ionable, outdated or heavy,” 
he said. 

“Our technology is in part 
more high-tech than much 
in the electronics industry. If 
it were not high-tech, then 
our customers would have 
nothing to do with us. They 
would buy elsewhere. In our 
motor rnmpnnpntg business, 
for example, we are not just 
a supplier, we are a partner. 
We make complete systems 
such as axles and steering 
columns. For the new Smart 
car, we assemble complete 
rear axle drive modules as 
one of 11 system partners." 

Krupp’s constant reshuffl- 
ing of its industrial portfolio 
is geared to these aims. 

“Every acquisition we 
make is wtth the intention of 
becoming better, of becom- 
ing world class. We don’t 
trade holding s in companies. 
We are industrialists, impor- 
tant heavy industrialists. We 



Shares in Austria Tabak j ump *fi ^"shrugging ^ 

recent stock market turoouto S' oueniiK premium. 
Austria’s ***££*£ SSStKES. 

yield and relatively low price-to-earoings ratio. 
^Allotments had been scaled down AttMUglFinte 
BPO, leaving many investors' orders 

issue may still exercise a "greensfaoe allo- 
cation of a farther 1.42m shares. . , 

Tabak’s shares closed at Sch516. anetgata or Sc*n to, 
extremely heavy trading. Over 713.000 share ta'J^n 
Sdedby the close of business, nearly twice the combined 

volume or the market’s leading stocks. . 

Vincent Boland, London 


■ BANKING 

Bank Austria ranks top 


TtflnV Austria has emerged as Austria's biggest com^joj-. 
with a stock market capitalisation of just overScbSObn 
($5bn), following the completion of its oflkrto bu ^°“ £ 
minority of the shares it did not own in Creditanstalt, its 
former arch rivaL 

wantr Austria now owns 96 per cent of Creditanstalt s 
ordinary shares and 87 per cent of its preferred shares fol- 
lowing an offer under which it exchanged four Bank Aus- 
tria shares fix: every three Creditanstalt shares. The exer- 
cise has led r^nk Austria i n c reas i ng its number of 
ordinary shares in issue by nearly a fifth, to 63.6m. “has 
also roughly doubled the number of outstanding preferred 
shares, for the second time this year. 

Meanwhile, news is expected shortly of the fate of 8.8m 
•ftariv Austria ordinary shares, equal to 13 per cent of 
usnv Austria’s capital, which the Austrian government is 
obliged to sell before the year-end. Several international 
hunts have put in bids for the Sch5.7bn stake which Is 
expected to be placed widely in the next two to three 
y opr ft William HaU. Zurich 


ill 


, ! . I t * N 


Gerhard Cromrne: front runner to head merged gr ou p 


SPAIN 


1 ’ ; ! ’■ -i 


make judgments as industri- 
alists,” Mr Cromrne said. 


T he concept of share- 
holder value helps 

steer the strategy but 
not in a short-term sense. “I 
don’t think a short-term 
view of shareholder value is 
right for the company. You 
have to look at filings in 
terms of what the share- 
holder gains over three to 
five years, not quarter by 
quarter," he said. 

T am for well paid manag- 
ers - with stock options 
too," lie said. “But one must 
beware of excesses." One 
such is the “dangerous spi- 
ral" where “fund managers 
are paid according to their 
performance as measured by 


the rise in share prices and 
pass on this p r ess ur e to the 
managers In the companies". 

Mr Cromrne accepted that 
cfTmpanii»g nowadays “must 
move more quickly than in 
the past”. However, he 
insisted Krupp has a strong 
record in this regard. “You 
must remember that Krupp 
was in a very difficult posi- 
tion at the end of the 1980s. 
We bad to solve our prob- 
lems and fester than others. 
We did that’* 

“We w ant to keep up this 
pace," be added. If Mr 
Cromrne emerg e s as chief 
executive of the merged 
gro u p, he should have plenty 
of scope to do just that. 


Aceralia steel deal approved 


Spain’s Industry Ministry said yesterday the European 
Commission and the European Commission for Coal and 
Steel (ECCS) have given official approval for Arbed's deal 
with Spain’s Aceralia. This was a first step for the initial 
public off e ri n g of the 52.8 per cent of Aceralia which is 
still state-owned. A spokesman said the Spanish cabinet is 
expected to give the goahead for the privatisation at Fri- 
day's regular meeting. According to a provisional sched- 
ule given by the Industry Ministry, the IPO should take 
place between November 24 and December 5. 

Reuters, Madrid 
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ISRAEL 


Nice Systems in loss 


Peter Norman 


Merger points to ‘pole of excellence’ 


Nice Systems, the Israeli maker of digital voice, fax and 
data logging systems, yesterday said it posted a net loss of 
$7 flm, or 86 cents a share in the first nine months of this 
year, due to a one-off expense of $16^5m Tor an acquisi- 
tion in the third quarter. Excluding the expense incurred . 
in the purchase of Dees Communications of Canada, net i 
income climbed sharply from 33.3m, or 44 cents a share, 
in the same period last year to 38.5m, or 94 cents a share. 
Revenues jumped 66 per cent from 328.2m to $47.1m, in 
line with analysts’ expectations. Am Machlis, Jerusalem 


By Peter Norm a n in .Bonn 


The planned merger of the Thyssen 
and Krupp Hoesch steel and engi- 
neering groups will be more than a 
cost-cutting exercise. The I G Metall 
union has been told of only 2,000 job 
losses and that there will be no com- 
pulsory redundancies among the 
190,000 employees of the two firms. 
This suggests the merger should also 
provide opportunities for expansion. 

One idea is that the new group 
could act as a “pole of excellence" in 
European engineering. Tapping the 
resources of Krupp and Thyssen, it 


would develop products of world- 
cgtss standard and penetrate hith- 
erto under-developed markets such 
as Latin America and south-east 
Asia. With the technical and engi- 
neering expertise of the Ruhr indus- 
trial region, the new group could act 
as a magnet to other partner compa- 
nies and define new forms of 
co-operation with its customers. 

The automotive parts sector offers 
obvious potential for such synergies 
and expansion. Krupp ’s automotive 
sales last year were about DM3bn 
($l.7bn) and those of Thyssen 
around DM4bn. The combined group 


could become one of the world’s big- 
gest car parts manufacturers and 
seek to become a “ system partner” 
of companies such as Ford, Volkswa- 
gen and General Motors in the way 
that Krupp is already a partner in 
the “Smart" mini-car venture. 

Is lifts, where Thyssen is a world 
leader. Krupp will bring a IQ per 
cent stake In the Finnish company 
Kone into the marriage. The merger 
should also yield big benefits in the 
two groups’ trading divisions. 

Terence Sinclair, steel analyst 
with Salomon Brothers International 
in London, yesterday put annual 


synergy benefits for tpe combined 
group at DMSOOm compared with 
DM45Gm estimated by thyssen and 
Krupp. The Salomon estimate com- 
prises DM450m-'of cc*£savings and 
DMl50m of gains through increased 
“market reach". 

Mr Sinclair said these estimated 
synergies did not indude any release 
of real estate values from Thyssen’s 
head office In central DQsseldorf. 
Nor had be accounted for any addi- 
tional benefits from the two groups’ 
flat and special steel interests, which 
are already in joint ventures. 

See Observer 


PORTUGAL 


Banco Mello profits almost treble 


Banco Mello. Portugal’s sixth largest banking group, 
almost trebled net profit to Es2.3bn (315.8m) in the first 
three-quarters of 1997, up from Es577m in the same period 
last year. The sharp rise comes ahead of a planned EslObn 
capital increase later this year - the second within 12 
months - to help finance the group's rapid expansion. 
Income from co mmi ssions and fee-based services rose 35 
per cent in the first nine months to Es&5m and earnings 
from net interest on lending and borrowing rose 10 per 
cent to Es22.7bn. Total credit extended to customers 
increased 11.5 per cent to Es547Abn. Peter Wise, Lisbon 
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EXECUTIVE CAREER OPPORTUNITY 

PRESIDENT & C.E.0 / KOREA GAS CORPORATION 


Poo* Pool TSuMOil 


Requirement; : (copies in Korean and English each) 


-Resume with recent photo and phone number. 
-Personal history in A* size paper. 



Korea Gas Corporation (Kogas) is inviting a highly qualified professional, sitter Koreai or 
foretspi national, to is chief executive position. 


KcxeaG^Cotporalky%^burx^edin1383bytheKcxeango^^ITn^isanxxxpo!y 
importer of natural gas fri Korea ddribufing ft to power plants and city gas companiB B 
through its own ppefines, Currently Ihe Korean government is the main shareholder of Kogas. 


The incumbera should be abfe to effectively lead aiti manage the business growth and 
ratibnalizadbnofthee a qxxaDo nk busmesswithrfiefoOownyininirnum q u afifia t i ops: 


-Executive management experience in large piift^vtocaqxxaiiaas. 

-In depth knowte^e and wide experience in energy industry. 

-Management vision and comrrataKnt to lead Kama Gas Corporation into tbe marker leader in the 21st 
century. 

4 ' Good command of both written and spoken Korean language preferred 


Required documents must be received by no later than November 16, 1997(Kraean time) ai : 

Kang-Nam P.OBax 628, Seoul 135-606, Korea 

HxNo82-342-7I(KMS9 


AD submitted documents will be kept in strict confidential and will not be mimed to die applicants. 


Successful candidates will be individually notified for an interview at a later dam. 


HI KOREA £4S CORPORATION 


Usinor, Aceralia and Artoed agree to engage in joint 
development in Spain in the area of coated sheet 
for the automobile industry 


LMxr,^»ateandArt^haveBntemJlntoaa»peration£^reememon OrttherSl relating 
to the development of their Industrial and marketing relationships in the areas of ultra thin 
sheet, coated sheet and uncoated sheet, In particular for the automobile Industry. 


This agreement provides for an Increase in Soto's participation in Sidmed from 32.5% 
to 49%. Sidmed Is located In Sagunto (In the Vatencte province) and operates an industrial 
facility (through which it engages in pickRng, cold rolling, annealing and electrolysis 
coating) which currently produces approximately 1.1 rnSJon tonnes per annum. 


The rerafoncement of Soto's position in Sidmed is linked to a significant Increase in 
Sidmed 1 * capacity. Pursuant to Investments presently expected to be made, it is 
anticipated that within twa years Sfdmed’s production capacity will reach 2 million 
tonnes per annum, of which; Sofiac wffl be entitled to of! take 49% (Stomed operates 
as a cooperative), or nearty l miUkm tonnes, as compared to its present enHamant of 
400,000 tonnes. : 


A portion of thepraduetkm will be transformed in a new company engaged in 
gdvarisjog. lTtis-joew company wtil be Independent from Sainted, the existing 
; fransfqnndtiOB operated as a cooperative between Aceralia and Soltac. 

Tlwnefc'Cpmp^ of 400.000 tonnes of galvanised products per annum 

produced to me^aidompMIe Industry specifications, which wtil be male avaBatte to its 
tiWB^ Wpnipc^tote raspecto ownership interests: AceraBa 25%, Soto 75%. 
SotomB be the operator ottbq new facfflly Procfciction start up is presently scheduled tor 
the faBrt&jjiartw , : oU99rand5fc expected to lead to the creation of 120 Jobs. 

■Tbe tocreaselli.Sjsatisficp^tf sheet production resulting from this new Investment by 
Usinor, acting through tesitosttfiary Soto, tolls within toe Usfnor group’s strategic 
objectives tor the development of Its position as a supplier to the automobile Industry. 

This new production is expected to enable the Usinor group to respond to increasing 
demand from Its Spanish customers and customers elsewhere in the Mediterranean 
region. The aggregate investment to be made in the Sagunto tadty is expected to be 
38 bfllion pesetas (approximately FRF 1.5 bifflon). 


Sol lac’s participation in Galmed mil be unchanged toHowing the foregoing transaction, 
but AceraBa and Soto have agreed to share equally any new capacity that may result 
from the foregoing. 


hmstor Ratitioos teU (33-JJ 41 2S 98 98 -tec (33-1)4123 W7 80 
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Siemens ahead of Benckiser set to float for FI 13.69bn 


By Graham Bowtay 
in Frankfurt 

Siemens, the Geman- 
electrical engineering and 
electronics group, said yes- 
t^fday that net income tom 
above target last year, but 
analysts warned that profits 
wet® flattered by financial 
windfalls, 

Siemens stuck to its fore- 
cast of a strong recovery in 
the current financial year 
after a alight increase last 
year, saying net income 
would cHmb at least IS per 
cent, exceeding DMSbn 
($1.7bn) for the first firm* . 

Net income in the previous 
year, to the end of Septem- 
ber, rose 5 per cent to 
DMZUlbn, the company 
“Earnings were burdened by 
higher restructuring 
charges," said Siemens. 
"Lower profits in the ener gy, 
healthcare, components and 
transport segments were 
largely compensated for by 
increased earnings in the 
other groups.” 

However, analysts said 
pre-tax profits fell overall in 
the company’s business divi- 
sions and that ft was able to 
post an increase in total net 
earnings only because of a 

Lafarge 
reports 
21% rise 


Siemens ' this - week 
announced the sale- of its 
dental equipment business 
to a group of j pfanTpaHo pa] 
investors led by Schroder 
Ventures, This followed the 
sale last month of its defence 
electronics business to 
Daimler-Benz Aerospace of 
Germany and British Aero- 
space tor about DMLZta. 

"This company is moving 
in the right direction, but it 
wflj take time. It is too big 
to turn around in the space 
of a few years,” Mr Griffin 
said. 


reports delays 
21% rise Pliva 
in sales offering 


By Andrew Taylor, 
Construction Correspondent 

Lafarge, the French building 
materials group which last 
month launched a £i.67bn 
($2£bn) hostile hid for UK 
rival Redland, increased 
sales by 21 per cent to 
FFT31.7bn ($5.5bn) in the 
first nine months of thin 
year. 

The rise was helped by an 
rise in the value of the US 
and Canadian dollars against 
the franc. Excluding foreign 
currency fluctuations, turn- 
over rose by >16 per sent. 

Markets in north America 
and eastern Europe had been 
particularly strong for its 
cement, aggregates, concrete' 
and plasterboard operations 
which increased volume 
sales globally by 6J. per cent 

The purchased Redfcnd 
would Increase Lafarge's 
aggregate operations In- the 
US substantially, as well as 
meaning a presence in the 
UK market for the first time. 
It would also acquire Red- 
land’s 56.1 per cent stake in 
RBB, Europe’s largest roof 
tile company. ■ • 

Redland, which is trying 
to find alternative purchas- 
ers for its various busi- 
nesses. has rejected 
Lafarge's S20p-a-share offer 
as inadequate. 

Laferge sales recovered in 
the earlier part of this year - 
in comparison with the first 
half of 1996 when turnover 
was severely reduced by bad 
winter weather. 

It reported that cement 
sales worldwide had riser by i 
22.4 per cent to FFrl4.7bn, | 
with volume sales rising 12 i 
per cent: concrete and aggre- 1 
gate turnover rose 2L6 per j 
cent to FFr8 -8bn with vol- 
ume, sales up 7.7 per cent; 
plasterboard and plaster 
sales rose 3L9 per cent to 
FFr3-2bn with volume 
increasing &5 per cent The 
group's share price, which 
has fallen jdmast 20 per emit 
since it announced the Red- 
land bid fell a further 40 cen- 
times yesterday to FFt358l5. 


By Vincent Boland. 

The Croatian government 
said yesterday it had 
delayed a secondary share 
offering by Pttva, the coun- 
try's main pharmaceuticals 
group, because of uncer- 
tainty ml global stock mar- 
kets. 

■ Hie finance mbiistry said 
file issue, which was 1 expec- 
ted to be priced earlier this 
week and to raise mure than j 
9200m, had been “delayed 1 
indefinitely" because of “dif- 
ficult. roodltiaas . across 
global ’stock' markets; in 
recent weeks”. ' 

Bankers close to file issue 
said yesterday the shares 
were unlikely to come to the 
market until next year. 
“The assumption. tnthe mar 
ket is that.fidsis now a 1908 
transaction, 1 * one said. 

However, it is thought 
that if there were a dra- 
matic improvement in senti- 
ment towards share offer- 
ings from emerging markets 
in the next three weeks, the 
government might be 
encouraged to revive the 
Pliva issue. 

Shares in Pliva, traded in 
Zagreb and London, have 
taken a battering recently . 
along with other emerging 
market Issues, because of 
the global turmofL But they 
have recovered, with the 
i company's global depository 
receipts jumping 9 per cent 
yesterday. 

Bankers said that' while 
there was strong support for 
the new issue during presen- 
tations, there was relief that 
the delay removed a poten- 
tial overhang in uncertain 
mar kets. 

Croatia said it remained 
committed to the sale of the 
stake, representing about 14 
per cent of Pliva. but Is 
thought reluctant to sell at 
any price. 

The delay fallows the post 
ponement last .week of a 
$40m initial public offering 
by Bonton, a Czech media 
group, also because of mar- 
ket volatility. 


hurts Sandvik 


By Thn Burt in Stockholm 

Sandvik. the Swedish 
industrial group, yesterday 
blamed volatile steel prices 
and currency losses lor an 
11 per cent fell in its nine; 
month profits. 

The company, one of tine 
country’s largest manufac- 
turers of tools and steel com- 
ponents, saw profits fell 
from SKr3£4hn to SKiS.lSbn 
($4l9m) in spite of , ah 
Increase in sales from . 
SKr20.5bn to SKiM.ftnin 
the period to September 30. 

Clas Ake HedstrOm, chief 
executive, said earnings had 
been held hack by a 
SKrZQOm loss on currency 
translation and a SKrtOOm 
shortfall due to lower steed 
prices. . . - 

Together, those items 
helped cut operating income 
from SKr3.24bn to 
SKrS.l9hn. 


_ The headline figures were 
further reduced by a 
SKrSSQm reduction in finan- 
cial income caused by lower 
Interest ■ earnings and 
changes in the group's struc- 
ture following its SKr4bn 
share buy-back in June. 

- In the third quarter,' how- 
. . ever, . Sandyik’s . operating 
Income rase 22 per cent to 
SKrl.llbn as the tools divi- 
sion in particular benefited i 
■from increased demand in I 
the US and Europe. 

' " Nine-month earnings per. 
share fell from SKr8£0 to 
SKr7,60. 

- Nevertheless, Mr Hed- 
strfim predicted that grow- 
ing’ order- intake in recent. 

I months would lift full-year 
operating profits above the 
SKrtubn.. achieved last 
tfchfe " 

Sandvik’s most traded 
B-shares rose. SKrSJip To 
SIW86. 


large rise in financial 
income, most likely due to 
gains, cm investments in 
frramrtol . 

“This boosted net income, 1 ' 
said Andrew Griffin, analyst 
afUBS in London. / 

Siemens', forecast for 

'growth this year was m bnp 
with market expectations. 
.Siemens surprised investors 
at the same stage last year 
.-when it predicted flat 
g rowth in 1997, triggering an 
unprecedentedly sharp fell 
in its share price: 

Since then the company 
has come under pressure 
from investors to refocus on 
.. growth areas amt boost earn? 


• 'After.’ tite publication of 
the figures, Stamens shares 
rose DMU. to end elect roni c 
trading in Frankfurt at 
DM106.45. - 

• Siemens 1 said- sales last 
year increased 14 per cent to 
. DM107bn, exceeding 

DMIBOim for the first tftnp- 
Its • /-communications 
technology-- business and 
Siemens Nixdorf, its 
co mpu ter unit, were: the 
Tnaiw engines of growth. The 
semiconductors arm, which 
has beeix tinder, pressure 
from Mtiug prices, picked 
up towards -file end of the 
year after a weak start. 

New orders rose 12 per 
cent to'DMUa.lbn. Siemens 
said buoyant international 
growth -more than offset a 
stagnation of business in 
Germany, 'where the econ- 
omy remained weak. Sales 
outside Germany rose 22 per 
cent to DM70.6bEL : 

' The company said favoura- 
ble exchange rates helped 
business, adding around five 
percentage points to growth 
along with the first-time con- 
solidation of new divtafams it 
had acquired. 

Siemens said it would pro- 
pose a dividend of DMLSper 
DM5 share. 


By Gordon Crumb 
In Amsterdam 

Benckiser, the German- 
owned household products 
company best known for its 
Calgcm water softener and 
Finish dishwasher detergent, 
will be valued at up to 
ntf&bn (tfbn) In an inter 
national equity offering 
which, starts tomorrow. 

- The company is to hat its 
shares cm Wall Street as well 
as in Amsterdam, to which it 
-moved its corporate base 
from Ludwlgshafen in July. 
The controlling Reimann 
fexnily is selling a 36 per cent 
stake and has given invest- 
ment banks led by' Morgan 
Stanley Dean Witter an 
option to increase this to 
nearly 40 per cent 

That wn rriri te^ .fr nm 19w 

to 21m the number of B 
shares being offered, and at 
the top of the Indicated price 
range of F160-F170, would 
bring to FI l.47bn. It tanks 
amn^g the. biggest fl o ta tions 
seen fids year in Amster- 
dam, »»d amny ip the larger 
offerings Worldwide since 
last week's stock market tur- 
bulence. 

After a decade spent ach- 
ieving leading positions in 
market a ymmls otherwise 
dominated - by the giants of 
the consumer industry, 
Benckiser last year spun, off 
fra' Coty cosmetics side as a 
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separate company head- 
quartered in New York. 

Last year Benckiser bad 
revenues of F13.04bn, with 
net profits of 111619m, or a 
proforma F13J5 a share. 

Founded in 1823, Benck- 
iser claims to he Germany's 
oldest chemicals company. 
Its industrial product divi- 
sions were sold in the late 
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1960s to Hoechst and compa- 
nies such as Laporte Indus- 
tries of the UK. Then fol- 
lowed a spending spree of 
more than DM4bn ($2.3bo) 
under Peter Harf, who 
remains ftiwhnw-B of Benck- 
iser but is mainly involved 
in Coty, bought from Pfizer 
in 1992 and itself expected to 
seek a New York listing. 
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Benckiser’s chief executive 
is Bart Becht, who joined 
from Procter and Gamble in 
1988. He is Dutch, hot the 
corporate base was chosen 
for tax, pay and accounting 
reasons. 

Benckiser intends to pub- 
lish its figures according to 
US standards, and use an 
exacting Incentive scheme 


for managers, both of which 
it says would have been 
impossible under German 
law. 

The company would 
focus on premium niche 
categories which grew faster 
than the detergent industry 
as a whole, said Mr 
Becht 

Benckiser derives just over 
half its sales from elefhfrng 
wash powders and additives 
and another 30 per cent from 
dishwashing agents, whore it 
is world market leader for 
automatic household 

TT^ ^f-hh-iPC 

The rest derives from 
other cleaning substances 
such as shoe polish and 
soap, which may be sold oft 
“We will look at opportuni- 
ties to expand the total reve- 
nue base” through acquisi- 
tions In its care areas, he 
added, although growth for 
the last four years has best 
organic. 

Benckiser markets in 45 
countries from 19 plants, 
although production is being 
rationalised to save an 
annual FI 15m but which 
will result in a FI 62m charge 
thin year. 

North America accounts 
for only 13 per cent of turn- 
over, with 73 per cent from 
western Europe. Analysts 
say that by the year 2000, the 
rest of the world could be 20 
per cent of sales. 


an 


more 



More shill to help yofi reach your goals 


m 


fV III; 



Whether you want to adjust risk to enhance returns, 
minimize exposure in a specific transaction, or develop 
a comprehensive strategy for managing risk, Morgan 
means more. 

More objective, well-researched advice. More 
industry benchmarks for tracking and analyzing risk, 
including RiskMetrics?, Fourfifteen® CreditMelrics" and 
Credit Manager"". More innovative ways to measure 
your short- and long-term exposure. More practical 
experience developing and using advanced tools to 
help manage risk. More clout to execute deals quickly 
and at a competitive price in every major cash and 
derivatives market around the world. 

Today, risk management is at the heart of many 
critical business decisions, and J.R Morgan has been 
at the forefront of risk-related issues for decodes. 

That's why our clients rely on us. They know that for 
advice and execution, Morgan means more. 

www.ipmorgan.com 
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COMPANIES AND FINANCE: AStA-PACIFiC 


HK group 
wins licence 
for VOD 


By Louise Lucas 
in Hong Kong 


Hong Kong is poised to 
launch the world’s first fully 
■ fledged interactive TV ser- 
vice later this year after the 
government yesterday 
anno unced it bad, in princi- 
ple, awarded a video-on-de- 
mand licence to Hongkong 
Telecom. 

Hongkong Telecom, the 
territory's dominant carrier, 
was widely expected to win 
one of the two licences on 
offer. It has already invested 
HKSlbn (.US$1 29mj in inter- 
active TV services over the 
past three years, and has 
earmarked a further 
HK$10bn over the next 10 
years. 

Linus Cheung, chief execu- 
tive of Hongkong Telecom, 
said: “The licence to provide 
VOD services will make 
Hong Kong the world's first 
leading city where interac- 
tive services of this type are 
commercially available. 
affirming Hong Kong’s sta- 
tus as a leader in the Infor- 
mation world of tomorrow.” 

The company is also being 
given an unexpected bonus 
in the form of a clear field. 
Of the four bids received for 
the two VOD licences, two 
were rejected and a third 
was deferred pending 
assessment of a legal suit 
against the applicant. 
Star I-TV. 

However, ft will have to 


wait to launch the service, 
which been ready since 
October. The government 
has stall to finalise terms and 
conditions and seek final, 
approval from the Executive 
Council, the advisory cabi- 
net. The government expects 
the formalities to be com- 
pleted by the year-end. 

The rejected submissions 
were made by Elmsdale of 
the UK FutureTV, a con- 
sortium of local and over- 
seas shareholders. 

EHms/iaig had been propos- 
ing a tariff structure broadly 
in line with that of Hong- 
kong Telecom, and also 
planned to use the telecom 
group’s delivery network. 
FutureTV, which planned to 
implement its own VOD 
technology, was proposing a 
sharply lower fee structure. 

William Lo, who is master- 
minding Hongkong Tele- 
com's push into the world of 
multimedia, had been hop- 
ing to launch the service 
this year. “If we can do it in 
1997. that will be very mean- 
ingful It’s a special year for 
Hong Kong, because of the 
handover,” he said. 

Rita Lau. the deputy-secre- 
tary for broadcasting, cul- 
ture and sport, said: “The 
successful launch of VOD 
services will enhance Hong 
Kong's position as a broad- 
casting and telecommunica- 
tions hub.” 

Analysts have questioned 
the profitability of VOD ser- 



Wharf 
told to 
surrender 
shares 


*-* m - 

Share p rice relift fe te 

the ^fang Senytndert ~ ■■ 2 


By Louise Lucas 


Linus Cheung: licence will affirm Hang Kong’s status as a 
leader in die information world of tomorrowe 


vices, but Dr Lo expects to 
break even in four or five 
years. Hongkong Telecom 
will supplement its sub- 
scriber revenues with adver- 
tising and “rentals” from 
banks and mer chan ts in its 
virtual shopping malls. 

Hongkong Telecom lost its 
monopoly on domestic fixed 

line calls in 1995 , and has 

since seen Its share of the 
international market eroded 
by callback services. It has 
pinpointed interactive ser- 
vices, inftindtng internet, as 
an area of growth. 

• The . announcement 
brought a strong reaction 
from Wharf Interactive Net- 
work. a unit of Wharf Hold- 
ings. It had decided not to 


seek a licence, claiming 
Hongkong Telecom was 
unfairly p ricing the use of 
its telecom infrastructure 
with government sanction, 
AP-DJ reports from Bong 
Kong. 

Yesterday the Wharf uni t 
a gain attacked the govern- 
ment, saying its decision to 
grant only one licence and to 
hold off awarding another to 
STAR-iTV “will make it even 
easier for Hongkong Tele- 
com to abuse ita market 
dominance". 

William Earl, project direc- 
tor, accused the government 
of taMnp thp licensing proce- 
dure for interactive multime- 
dia service providers too 
lightly. 


Wharf Holdings, one of 
Hong Kong’s biggest con- 
glomerates. has been 
ordered to surrender shares 
in its principal subsidiary 
together with millions of 
dollars In deposit funds to 
satisfy a six-month-old judg- 
ment which called for dam- 
ages of USSlSQm. 

Hie ruling, by John Kara*, 
a sailor US district judge, 
comes after a protracted 
legal action between Wharf 
and United International 
Holdings ova- Wharfs loss- 
making Cable TV service. 

United claims that in 
October 1992 it was prom- 
ised an option to acquire 10 
per cent of Wharf Cable TV. 
But Wharf insists no agree- 
ment was ever reached. 

In April of fids year, the 
court ruled to favour of the 
Denver comp any, and made 
an award against Wharf of 
(67m in compensatory dam- 
ages, plus $5&5m punitive 
damages. Wharf promptly 
appealed, and Interest has 
since been added to the MIL 

Ihe stalemate appears to 
be over, according to United, 
with Judge Kane ordering 
Wharf to surrender the 
stock certificate reflecting 
ownership in its subsidiary. 
Wharf Hoag Kang. 

However, Wharf said it 
was proceeding with its 
appeaL “Apparently this is 
not serious,** it said of fins 
week’s ruling. 

The cost of the appeal is 
being borne by sharehold- 
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ers. In Kay of this year 
Wharf was forced to restate 
its profits because of the 
appeals tt is making on both 
the United case and one 
other suit. 

The two appeals resulted 
in a general provision of 
HKSGOOxn (US$64.6m), or 
one-fifth of net profits as 
they were initially stated. 

The Denver case is one of 
several issues that have 
plagued Hong Kang’s only 
cable TV company. Since it 
began operations in 1993, 
Wharf Cable has accumu- 
lated substantial losses and 
is not expected to turn an 
annnaf pre-tax profit UntO 
2000 at the earliest 

Wharf has previously 
out with partners and 
has not been slow to take 
grievances to court One of 
its complaints in the United 
case is that, the dispute is 
being heard in the US rather 
fli«i Hang Kang; where the 
companies' negotiations 
took place. 

In 1994, Wharf took court 
action to scrap an agree- 
ment which required it to 
screen rihawnnls of Star TV, 
the satellite broadcaster 
controlled by Rupert Mur- 
doch’s News Corporation. 
The dispute was averted by 
Star TV saying it would not 
enforce file agreement 


Bengal power struggle threatens investment 


CESC, the Calcutta electricity supplier, is in dispute with the state over raising its tariffs 


J yoti Basu, the octoge- 
narian Marxist chief 
minister of West Bengal, 
is a worried man. 

The much publicised row 
over electricity tariffs 
between the state power 
ministry, which set the 
prices, and CESC. the RPG 
group utility which is the 
sole supplier of electricity to 
Calcutta, could scuttle his. 
initiative to woo investment 
in the power sector. The dis- 
pute, if it is not resolved 
quickly, may deter other 
companies from starting 
badly needed power projects. 

CESC, which saw net 
profits fall nearly 60 pa- cent 
to Rs354m ($9. 62m) in 
1996-97, will find a big hole 
in next year's balance sheet 
unless the state government 
allows it to raise prices to 
offset increases in the fuel 
and raff freight costs it has 
had to absorb since April 
1993. 

In the past Four years, coal 
prices have risen 60 per cent 
and rail freight costs are up 
53 per cent. 

CESC maintains it should 
be allowed to charge con- 
sumers an extra Rs2.59bn 
because of the fuel sur- 
charge, based on a govern- 
ment-determined formula. 
This does not. however, fully 
compensate for the cost 
increases. 



High voltage row: pylons in Calcutta provide a backdrop to 
a battle that may discourage farther plant construction 


But how much, of the, 
outstanding Rs2J59bn CESC 
will be allowed to recover 
will depend on the verdict of 
a one-man commission 
constituted by - the 
government. . . 

Rama Prasad Goenka, 
chairman of CESC and thi> 
group, has kept his promise , 


made at .the time of the 
takeover’ of the utility in 
April 1989, that in three 
years Calcutta - which was 
then notorious for power 
shortages - would have a 
power surplus. 

Mr Goenka said: “The fuel 
surcharge Issue is causing 
us concern. Utilities in India 


are sandwiched between two 
conflicting pressures. On the 
<me hand, there is the need 
to provide power at afford- 
able rates and on the other, 
the power companies have to 
contend with strong coat 
pressures.” 

The Marxist government 
canno t overlook the fact that 
the domestic consumer In 
Calcutta pays RS5L38 a unit, 
compared with the Rs5.06 a 
unit his counterpart in Bom- 
bay pays. 

The cost for the industrial 
consumer in Calcutta is 
RslU36 a unit, against Rs4A2 
a unit in Bombay. Govern- 
ment officials admit that 
CESC supplies power to the 
small domestic consumers at 
below the cost of production 
and the price at which it 
buys power from other agen- 
cies 

Bank officials say GESCs 
capacity to raise loans at 
home and abroad will be 
compromised if it does not 
get a fair deal from the gov- 
ernment on the fuel sur- 
charge issue. 

They also paint oat that 
the company's profits are 
regularly hit by its inability 
to win government approval 
for “adequate revision of the 
basic power tariff”. CESC 
was allowed a tariff revision 
of only 1.7 per cent in 
1996. . 


The bank also says it is 
“worried about the running 
battle between the power 
ministry and CESC. Outside 
CESC, there are only a cou- 
ple of private-sector invest- 
ment proposals in the powff 
sector In West Bengal." 

“The tiff between the min- 
istry and the utility will not 
encourage investors to bufld 
power plants in the state. 
We don’t think that the 
power ministry" should play 
the role of the regulator," 
said the Bengal Chamber of 
Commarce. 


M r Goenka, one of 
India's most influ- 
ential business- 
men. said the private power 
utilities would go the way of 
cash-starved state electricity 
boards “if they are unable to 
recover the cost of generat- 
ing anil distributing power. 
We have to find a way to 
strike a balance between the 
cost and power tariff so that 
new power plants can be 
funded.” 

The power ministry 
blames CESC for the lime 
and cost escalation of the 
500MW Budge Budge 
complex the company is 
building in West Bengal. The 
plant is being commissioned 
more tvinn a year behind 
schedule. 

However, an official of a 


financial institution that 
gave for building the 
complex said that “while 
CESC did not have any expe- 
rience in implementing a 
project of the size of Budge 
Budge, the blame for the 
delay in project implementa- 
tion should not be laid at its 
door. 

“First, the state govern- 
ment asked CESC to buy the 
boilers from a struggling 
manufacturer which could 
not make the delivery in 
time. Second, the project 
was up for' six months 
because of protests by the 
local people.” he said. 

“The delay and the fall in 
the value of the rupee in the 
past three years raised the 
project cost from Rsi9.59n to 
Rs23.08bn. Since the finan- 
cial institutions have 
accepted the revised project 
cost, we do not think a 
review by the power minis- 
try is in order,” he added. 

According to Mr Goenka, 
even after the escalation the 
Budge Budge cost compares 
“favourably" with similar 
projects in other parts of the 
country. CESC is now focus- 
ing on cutting the 20 per 
cent loss of power during 
transmission and distribu- 
tion to 14 per cent over the 
next five years. 


Kunal Bose 


BETA FINANCE CORPORATION (The “Issuer") 

Notice of Redemption 
JPY 3,000,000,000 

BroMedwm Teim Nates due 17th Navamber 2000 (The “Notas”) 
Common Code 594S2S4, BIN Code XS00SB48254-6 
Notice is hereby given, tn accordance with oondticns 7(c) and 14 of 
the Terms and conditions of The Notes as set out in the In fo rmation 
Memorandum of the Euro Medium Term Note Programme dated 
16th December 1994 {most recentfy updated on 20th March 1997) 
and the relevant Pricing Supplement, that the Issuer intends to 
I redeem all at The Notes at a pdce of 100% on the CaB Option Date, 
17th November 1997. 


- NOTICE OF PARTIAL REDEMPTION 
To Holders of 

DOMUS MORTGAGE FINANCE NO.1 PLC 


£ 100 ^ 00,000 

Mortgage Backed Floating Rate Notes due 2014 


Novembers. 1997 s+mr* m ii/a 

fyj Otbarfc, N A (Goporate Agency S theft Agere Bad CF I IPAmeP 


Nodes Is treaty gbwi that h acoordanca with ConcMons 5(h) and 18 of the Nam. the 
tenor bendy 0 ms node* ® redeem £700000 prkepel sown ot Nam, MtoeM 
nndomfy as dated Mboc The dte ref ftrtfn imnOttay rednqtefl b to mot 
owyocipeynreedar bmp. 0acene>erl0.18gt end e>« Hu m e» l be redee m e d a 
fterprticpef amount I** seoiosd Warm. Payment *9 bo rads agaimr surrender 
el aw Nom. toaWiar wHi amMsert Coopore netudng tfer Ow data sat tor 
radirnpdan at tfw aMcas of de rayktg Agartt, nsmsd on tha Notes. On and aliar 
, Deoeii« re H>.lBgge<eiedremed No m oP caeeata aureus hfreel 
Tha amount ctf any mbshg irrasred Covert* be deducted dam (heeren Aw far 


PLIVA 


payment Any amount el prfndptt soi defected aS bo paid against aunsndar d Ota 
Mattie otetig Gnaws ntitti Aw yaws tore #■ dm of payment Tha redasmotf 
Notes «■ become void lHere pr ee free d tor peymreJ «wn Ml yam of die 


GRAND PACIFIC 
HOLDINGS LTD 
USD 20 MJO DUE 2000 


LEGAL NOTICE 


has purchased 


Hie rmdnel amour* Oet «■ be ouMandkig i 
redeemed is CtasoO £00. 

The Sefeltturabm drawn fernrendattry rede 
102 3E7 494 S3G 
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KS KBNSURANCX PRIVATE 

tiatmo 


70% of POLFA KRAKOW S.A. 


INTEREST HATE: 
6.6125% 


WICA REINSURANCE UMTTED 


INTEREST PERIOD: 
from 06.11.1997 
to 06.05.i996 




November 6,1907 


Q CHASE 



a consortium formed between 


PLIVA and BANK HANDLOWY 


INTEREST PAYABLE 
PEH USD 2SOOOO-- NOTE: 
USD 8.31 1.65 




CMmn no IgW Or knarem ieeew , 

Es-ifE-i 1 as,- 2 rJs£ 


BY FUJI BANK 
(LUXEMBOURG) SA 


riSMcaici hums j 
IQ Werner rmrUre 
bOMuraUMd 


Shares Acquired 

2.139.899 


TO THE HOLDB1S OF 
SATOfil ELECTRIC CO„ LTD. 

(the 'CcmpenyH 
YEN 5,500,000,000 

Vi PER CENT. CONVERTIBLE BONDS DUE 2002 

{the “Bonds") 

Notice of Revision of C on v e rsi on Price 


Total consideration 

US$ 100 million 


NOTICE IS HEREBY GIVEN in connection with the Bonds as Mows 
HJ Ul the average of the dosing pri c e s par share of common stock of 
■the Company {the "Stare ) on the Tokyo Stock Exchange, far the 
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five consecutive trading days up to and including 2«th October, 1997, 
mulopfW Oy 1.025 end rounded upward to die nearest Japanese yen, 
was Yen 2,612, and therefore was lass then the conversion price at which 
Shams are issuaWe upon conversion of the Bonds {the 'Conversion 
PnceT m effect on 2«h October. 1837 0 a. Yen 3 ^SSl 2) by n«tf teas than 
ona Japanese yen and {ID 80^ar com. of tha Conversion Price in effect on 


(2) in accordance wfth Condition 5 {FI of the Bonds, the Conversion 
Price, currently Yen 3^852 per Stare, will be revised do w n w ard to 
Yen 2,797 per Share (the higher of (11 M and (1) (Jr) above, rounded 
upward » zhe mwmona Japanese yen). Such revisian of the Conversion 
Price shan become affective on ifeh November. 1997. Japan time. 

Die Sumanmo Bant limited 

Dated: 8th November. 1997 m behalf of Satori Electric Co, Ltd. 
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Citizen lifts 
profits 19% 


Citizen Watch, tte e«lu- 

JJESr cent, nr W tn 
Y762, In line with tha markeL 


Net profits increased 27.7 * 

The interim dividend 


Theinterim dividend was maintained at 

forecastite foil-year pretax profits, excluding exc^tim- 

als. would rise 7.3 per cent from Y12J38bn to Y13i»to on 
ais, wouia -.m.ih increase from 


ala. would rise 7.3 per cent xrmn w — 

static sales of Y200bn. Net profits would 
VK 9Qhn to Y7bn, allowing eamings per share fo rise from 
YiQ.72 to Y22J28. The dividend would be m ainta i n ed at Y9. 

In the period, wrist-watch sales row* JS^pereeat to 
YSLlbn. However, the group said it had received a large 
setback in the notebook PC market, which i had c&uml ^the 
information equipment division's sales to 
cent to Y9.4bn. Electronic equipment sales fell 4 per cent 
to yi44 hn while those for industrial machinery row aj 
percent to YULlbn. ^ Abrahams, Tokyo 


■ TELEPHONES 

FT Indonesian flies higher 


PT I ndonesian Satellite. Indonesia’s international tele- 
piifmA operator, reported strong profits growth in the Hrst 
nine months and said it had “not been hurt by the recent 
monetary turmoil". Its consolidated net earnings for the 
first months of the year rose 24 per cent to Rp44i^6bn 

($124m) from Rp361.ibn. The company said it was confi- 
dent about achieving its 1997 forecast Indosat had said it 
expected net profit growth of between 12-14 per cent m 
1997 over 1996 for which it posted a profit of Rp523.5bn. 

Tjahjono Soeriodibroto, Indosat president director, said 
operating income had grown by 19 per cen t to R p50L3bn. 
Indosatis international telephone traffic increased to 
5 03 Pro in the period from 426.6m last time. Other services 
pasting strong growth were the high-speed leased-line ser- 
vice which rose to 532 lines, and the telecast service 
which advanced to 82^00 minutes. Outgoing traffic vol- 
ume rose 21 per emit year on year to 22l.lm minutes, 
while the incoming telephone traffic volume Increased 18 
per rent to 287.7m minutes. 

The tvwipany said the rate at which it was losing mar- 
ket share to its competitor, PT Satelit Palapa Indonesia, 
appeared to be slowing. Its average market share from 
fixed lines rose slightly to 89^ per cent in the third quar- 
ter pnrierf September, compared with 89.4 per cent in the 
second quarter. The company is optimistic that it can 
maintain an average market share for fixed lines of not 
less than 86 per cent in 1997. AP-DJ, Manila 


PAY TV 


Australis axes more staff 


Australis Media, the embattled pay televirion operator, 
said yesterday it was cutting another 140 staff ahead of a 
court bearing later this month over its planned merger 
with pay television rival Foxtel. Federal Court action by 
the Australian Competition and Consumer Commission to 
block tiie Foxtel merger meant Australis had to review its 
cost structure. Rodney Price, chairman, told the compa- 
ny’s annual meeting. The Australian Stock Exchange said 
earlier on Wednesday Australis shares had been 
suspended p ending an announcement. 

“As a result of having to fight for this merger to pro- 
ceed in the courts, we have had to review our current cost 
structure, which unfortunately led to last month’s 
retrenchment of 110 staff [and] which will continue this 
week with a further 140 staff to be retrenched, with a 
far-reaching impact on others in the industry including 
installation contractors and the like,” Mr Price said. He 
added that Sean CHalloran. chief executive, would also 
be leaving the company. 

The Australian Competition and Consumer Commission 
has challenged the merger in a case to be heard in the 
Federal Court on November 24. Foxtel is a joint venture 
between News Corp and Telstra. Both companies would 
hold about a third each in the proposed merged Australis- 
Foxtel group- The deal was blocked by the ACCC last 
month when it sought an injunction against the merger 
on the grounds that it would reduce competition In the 
local telephony and pay television markets. 

Telstra’s rival, Optus Communications, has opposed the 
merger. Mr Price stepped up Australis’s attack on the 
. ACCC, saying it had shown “contempt” for the company's 
shareholders, lenders, partners, subscribers and s taff 

Reuters, Sydney 


Comments and press releases about international 
co mpanie s coverage can be sent by e-mail to 
internatioruiLcotnpames@^.com 


P i A x i p Am Of 

US$200,000,000 Hosting Rate Guaranteed Notes 
due 2000 
Issued by 

CDR ENTREPR1SES 
(formerly ALTU5 FINANCE) 

Notice b batt y |hn due CM EMTREnuSES (wt— ■luimt 
ALOIS FINANCE) eB nbm til of ta U5$200,000^)00 
Houfor Ci— a — d Notes dee 2000 (At "Now*), in 
with Cu ofl Hti 7(b) and 14 of the Tew nd 
Conadom of the Motex, on tOch December, 1997 ac a 
redemption price of 100 % of tee ptfecfcal msoc thereof 
t o g e ther whh le—eet occrefeg to the date of redemption , at the 
vedfkd offlem of the Prhxjpal Payh* Ark, Ct*flc Lymmab 
I mremhoor g SA. end the T ayfa* Agents, Crfettt Lymmtis of 
19, boadevaed dec I rtilwr, 75002 Park. France ad Oaa«no 
Lambert SA of Avene Marabc 24, B-1050 Brarnb, 
■ rtri— ta y rme off the rede— ptin pilce of the Motet wM be 
made gw prermn rtnn ami render of the Now to be 
redeemed together with afl appmrteuM coapoau mat ur ing 
hr 10di December, 1997 at the aforesaid offices, 
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COMPANIES AND FINANCE: THE AMERICAS 


eyes Dow Jones unit 


By Richard Waters and ■ ’- 
Wffllam Lewis in New York 

Thomson, the C anadian 
media group, would be inter- 
ested in buying Dow Jones's 
troubled markets division if 
it was put up for sale, an 
executive at the company' 
said. 

His comments come amid 
signs that other potential 
buyers are preparing offers 
for the business. 

Bridge, a rival information 
company backed by the New 
York buy-out firm Welsh 
• Carson Anderson & Stowe, is 
understood to be among 
those Interested, while Dow 
Jones Market’s Own manag. 

■ ers have talked to financiers 

Promotion 
of Java 
launched 
by Sun 

By Christopher Price 
' in Berlin 

Sun Microsystems yesterday 
launched a big branding Ini -' 

; tiative airnpH at pwm nl'm g 

■ and protecting Java, its new 
software language which 
has been enthusiastically 

. received. 

The move, comes Just 
weeks after Sun launched a 
legal action against Micro- 
soft, which accused it of 
adapting Java for use only 
on Microsoft products. Sun 
is trying to promote Java as 
an industry standard lan- 
guage that will ran across 
all computer systems. 

Scott McNealy, Sun chair- 
man. told a 5,000-strong 
audience of computer engi- 
neers, Sun customers and 
Java users, that it was 
essential Java remain 
untainted. “Compatibility in 
the computer industry is 
crucial. People want their 
computers to be able to talk 
to other computers. Java 
has to be 100 per cent pure.’" 

Son yesterday said it had 
set up 200 Java design cen- 
tres to provide technical 
consulting services to soft- 
ware developers and IT 
en gi neers- It has also estab- 
i lishe&Jwp testing centres, 
pi , the , US ^-Europe, phere 
Java developers can check 
programs are written cor- 
rectly. Approval is rewarded 
with the Java brand.. 

Sun is promoting Java as 
part of its .strategy of 
expanding the use of com- 
puter networks. The com- 
pany specialises in network 
products, particularly .file 
servers. 

It will shortly introduce 
the JavaStatiou,’ a network 
terminal it expects' to 
replace the PC in small and 
medium sized organisations. 

The group hopes the 
growth in the network mar- 
ket and use of Java will 
result in higher sales of Sim 
products. Mr McNealy said 
that by the end of the year 
there would be 700,000 pro- 
grammers working in Java 
around the world. More 
than 100 computer groups 
have licensed the language 
for use in their products. 

He added the legal battle 
with Microsoft - which has 
countersued Sun for breach 
of contract — would “take 
forever to resolve". 


about raising money for a 
buy-out of their own. 

The finny of interest .fol- 
lows Dow Jones’s .announce- 
ment last month' that zt was 
considering various options 
for Dow Jones Markets, the 
market information 

service formerly known as 
Telerste 

That signalled a change 
from the company's previous 
insistence that it would push 
ahead with a $650m invest- 
ment plan for the unit, and 
was as a sign foot it 
would now consider, a sale. 

Thomson, whose financial 
information businesses 
include Technical Data, a 
bond market Information 
service, and First Call, 


which monitors corporate 
pwmfrig g expectations, is the 
first potential buyer to 
express ah interest in the 
markets b usiness publicly. 

“If it were for sale, we 
would be compelled to look 
at it," David Flaschen, head 
of the Thomson Financial 
Services division, said. 
“They [Dow Jones] fully 
understand the options.” 

Thomson already owns a 
small real-time equity ser- 
vice, called TLX, but would 
be a newcomer to ' the bust 
ness of selttog a broad range 
of market . data internation- 
ally. Without an established 
technology infrastructure of 
its own, it wonld be forced to 
complete the espensive over- 


haul of Dow Jones Markets 
itself:.. 

However, Mr Flascben said 
he believed the investment 
hrfng to dev elop the 
sort of open systems archi- 
tecture now favoured by cus- 
tomers was no different from 
the investments made by 
other established informa- 
tion providers, such as Keu- 
ters and Hto c niha g; 

Bridge, which rfatma 
70,000 users, has a more 
developed technology base 
ttiwi Thomson. wd so 
largely support the Dow 
Jryno g : ^ Migjjngpg nn its exist- 
ing i nfrastructure , industry 
analysts said. That would 
reduce the investment it 
would need to tnaka in the 


system and could enable it 
to pay mare 'than Thomson. 

Other potential buyers 
include Reuters and Bloom- 
berg. Though each could 
face technological and anti- 
trust problems, they may see 
this as a. way to block any 
potential rivals. 

Efforts by; executives at 
the markets unit to raise 
funds for a buy-out appear to 
have been unsuccessful due 
to financiers’ concerns about 
the future' of the business. 

Dow Jonas continued to 
insist ffrat the Tnarft p tp rrrrH- 
was not for sale, «nrf that 
the company was exploring 
a number of options, includ- 
ing pushing atiraii with its 
own investment pianw 


IPOs unscathed by turmoil 


By John Urinate in Now York 

The turbulence that hit TJS 
equities last ' week did little 
to slow investors* appetite 
for shares in newly public 
companies, analysts say. 

The market for IPOs, or 
initial public offerings, 
did briefly come to a stand- 
still during the 547-point 
decline in the Dow Jones 
Industrial Average on 
October 27. 

But the comeback, as in 
the broader market, was 
sharp and quick. 

In file week since that 
day's plunge, 20 new deals 
have been floated, raising 
more than $2.4bn, with Gold- 
man, Sachs the busiest 
underwriter, involved in 
four of the deals, according 
to Securities Data Company 
figures. 

“I was surprised how 
quickly the IPO market 
.recovered,'’ said Ryan Jacob 
of the IPO Value Monitor in 
New York. 

"Most of the deals that 
came to market last week 
did very well." he added. 

Investors and companies 
proved surprisingly resilient, 
with the trend of some 
shares surging 50 to 100 per 
emit in the days after the 
offerings. 

Nor is the continued chop- 
piness in US equities trading 
expected to slow down, 
the course of IPOs, with 
more that? lop new public 
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offerings expected by the 
year-end. 

Perhaps more surprising is 
the success of a greater num- 
ber of nan-technical firms 
coming to market in recent 
weeks. 

“Of tin 20 firms to go pub- 
lic since early last week, 
only four are in the technol- 
ogy sector," said Richard 
Peterson of Securities Data. 

The non-tech stocks 
inrtuHgri such companies as 
Bermger Wine Estate Hold- 
ings and Dental Alliance. 

AMF Group, which man- 


ages bowling alleys, went 
public on Tuesday at $19.50 a 
share and closed at $21%. 
Beringer, which also came to 
the market on Tuesday, 
-opened at $28~ and closed 
at $32%. 

“We have a very diverse 
IPO market this week with 
no technology stocks, which 
is very unusual," said Mr 
Jacob. 

- Among thte week’s more 
unusual nffaring R is Ameri- 
can swing , which manages 
ski resorts in the eastern US. 

The most impressive 


Seven potential buyers 
named in Sidor sell-off 


gains, however, are still 
being made in two of the IPO 
market’s strongest sectors, 
technology and oil equip- 
ment companies. 

MMC Networks, for 
Instance, has more than 
doubled since its offering 
last week, closing on Tues- 
day at $25%, from an offer 
price of $11. 

As 1397 winds to a dose, it 
is being seen as a better 
than average year for new 
offerings. But it is not expec- 
ted to reach last year’s level 
of $50bn raised. 


AT 


Pimco 

clinches 

$850m 

purchase 

By John Authers 
in New York 


Pimco Advisors. the 
California-based fund man- 
ager, yesterday announced 
it was to buy Oppenhehner 
Capital of New York, in a 
deal which will create an 
investment management 
company with assets of 
more than $l90bn. 

The deal, after negotia- 
tions between the two com- 
panies continued all this 
year, follows the trend for 
consolidation in the US fond 
management industry. It 
was greeted with a highly 
enthusiastic reaction on 
Wall Street Phxtco’s shares 
had gained more titan 8 per 
cent by midday. 

Pimco agreed to purchase 
a third of Oppenheimer Cap- 
ital for $265m earlier this 
year. This transaction closed 
yesterday. At the same time, 
Pimco announced it would 
acquire the remaining two- 
thirds of Oppenhehner Capi- 
tal for 28.1m Pimco shares, 
a stock swap equivalent to 
1.67 Pimco shares for each 
remaining Oppenheimer 
share. This values the deal 
at about S850m. 

Pimco stressed that the 
deal would be accret i ve to 
earnings. In line with recent 
riwala, the alliance will link 

a company specialising in 
bond funds with an equity 
house. Pimco said the pro- 
portion of equities in its 
managed funds would rise 
from 22 to 43 per cent. 

Oppenheimer Capital, 
which is separate from 
Oppenheimer Funds, a retail 
mutual fund company, is 
best known as a “value" 
manager, investing in small 
companies, and has about 
$60tm under management. 

Both companies specialise 
in the institutional market, 
although they maintain 
retail mutual-fund and 
defined-contribntlon 
“40100" pension plan busi- 
nesses, which the new comr 
pany intends to expand. 
Pimco said the new com- 
pany could manage funds 
for mere than half the “For- 
tune 100" enmpantafi - 


AM ERICAS NEWS DIGEST 

Seagram hit by 
higher US dollar 

Seagram, the entertainment and drinks group, registered 
a small advance in underlying net Income in its latest 
quarter, the first of its fiscal year, as the stronger US dol- 
lar hit its reported revenues. 

The company, which has been in the process of digest- 
ing Universal Studios, reported revenues of $2_94bn for 
the three months to end-September, less than the same 
period a year before. Its set income of $133m, or 37 cents a 
share, was below the $166m, or 45 cents, of the earlier 
period, although last year's figures were boosted by a 
$39m after-tax gain from the sale of w arra n ts in DuPont 
Behind the latest figures lay a $l5m Increase in earn- 
ings before interest, taxes and depreciation (ebitda) in the 
beverages division, to $»a>m as revenues fell $6Gm to 
$L6hn. Ebitda in the entertainment business rose $5m to 
$239m. as revenues grew $58m to $L66bn. 

Richard Waters, Nets York i 

■ SMALL-CAP FUNDS I 

Aurora closed to new investors 

State Street Research & Management said It was cl osing 
its Aurora Fund to new investors as of the close of busi- 
ness yesterday. The company had said it would close the 
fond when total assets reached $600m. Aurora passed that 
mark on Tuesday, State Street said, when assets reached 
$602. 7m. 

Aurora, managed by Rudy Klniber since its inception in 
February 1995, is the top-performing, small-cap fund both 
year-to-date and over the last 12 months, according to Up- 
per Analytical Services. Its 1997 gain as of October 30 was 
49.5 per cent. In the previous 12 months, it grew 605 per 
cent The company says it decided to close the valueori- 
ented fond “for the time being”, because sizeable inflo ws 
have made it more difficult to manage. AP-DJ. New York 

m AIRLINES 

US Airways plans low-cost unit 

US Airways said it had formed a task force to plan a new 
low-cost division to compete against other carriers, such 
as Southwest Airlines and Delta Express. The company 
said the division, referred to as US2, should be operational 
in early 1998 and will meet the low-fare demands of the 
marketplace. The task force will cover every aspect of the 
division, tnriwiHwg the development of a new and separate 
brand identity, marketing, maintenance, sched uling and 
style of service, it said. US Airways said Michael Scheer- 
mga. currently director-international, will lead the group. 

Reuters, Arlington, Virginia 

■ STEEL 

CSN to start trading on NYS£ 

Brazil's Companhia Slderurgica National, the biggest 
integrated steel company in T-aHn Ameri ca, will start 
trading on the New York Stock Exchange on November 14 
as a Level Two American Depositary Receipt (ADR), a 
company spokesman said. The company, also known as 
CSN, will trade under the symbol SID. Benjamin Stem- 
brnch, chairman, will ring the exchange’s op ening bell to 
mark thg start of trading. CSN has a total annual capacity 
of 4.9m tonnes and grass revenues of about $2.6bn a year, 
the spokesman said. Reuters, New York 


By Raymond CoHtt 
in Caracas' 


The Venezuelan gov ernment 
yesterday made public the 
final list of seven consortia 
prequalified to bid for the 
steel plant Sidor, which is 
expected to.net the govern- 
ment $700nL 

The sale , of a 70 per cent 
stake in Sidor is seen by the 
government and. investors as 
an important step in reviv- 
ing Venezuela’s faltering pri- 
vatisation process, which 
ha6 so far been limited to the 
sale of several banks and a 
Sl.ibn public offering in 
CANTV, the telecommunica- 
tions group: 

The seven consortia are 
ted by Brazil's Companhia 
Siderdrgica Nacional; 


Japan’s Kobe Steel; Mexico's 
Ahmsa and GAM; Ispat, also 
from Mexico; Siderfirgica 
Panamericana of Venezuela; 
Korea's Dongkuk and Union 
Steel; and Sivensa/Hyisa- 
rnax, 4 Venezuelan-Mexican 
consortium. 

Sidor is one of the last 
large’ publicly owned steel 
plants in Latin America with 
a production capacity of 3m 
tonnes a year. Congressional 
approval is expected this 
week, paving the way for its 
sale by December. 

The government's privati- 
sation process received 
another boost yesterday 
with the sale of the steel 
tube and casing manufac- 
turer SiderOrglca Occidental 
by the state deposit guaran- 
tee fond (Fogade) for $40m to 


Conduven, the Venezuelan 
company. _ 

Further big sales are 
scheduled in the aluminium 
and power sectors where the 
government has large assets. 

Fogade, which has sold 
dose to $L5bn of the assets 
it acquired by default during 
the 1994 banking crisis, 
still has a’ small share In 
nearly all companies traded 
on the Caracas stock 
exchange, totalling 30hn 
bolivars ($60J2m). 

Among those holdings is a 
7.5 per cent stake in Banco 
Union, one of the country’s 
largest banks. Citibank has a 
purchase option an a stake 
of up to 51 per cent in the 
bank, after lending Union’s 
president $L50m. to increase 
his stake to 66 per cent 


Rockwell up but warns of slowdown 


INDUSTRIVARDEN 


Interim Report, January 1 - September 30, 1997 


• The value of the portfolio of listed stocks rose by 44 percent during the 
first nine months of the year, while the General Index rose by 35 percent 
Through October 31 the value of the portfolio of listed stocks had increased 
by 27 percent while the General Index rose by 20 percent 

• Net worth was SEK 658 per share and CPN at September 30, 1997, and 
SEK 583 per share and CPN at October 31, 1997. 

• Thonsman sold for SEK 2,000 M, generating a capital gain of SEK 1,374 M. 

• Consolidated earnings after financial items totaled SEK 2390 M (1^252). 
Capital gains on sales of slocks accounted for SEK 1382 M (622) of this 
total 


Rockwell International, the 
US electronics group, 
reported higher fourth- 
quarter earnings but warned 
that its profits growth for 
the coming year, would slow 
from an expected 15 per cent 
to less than 10 per cent, 
Reuters reports from Costa 
Mesa, California. 

Rockwell said net income 
rose to $l09m, or 53 cents a 
share, from $dtm, or 45 


cents, in the year-ago quar- 
ter as revenues rose from 
$l-9bn to $2.2bn. Earnings 
per share from continuing 
operations before special 
charges for the quarter 

ended September 30 edged 
up to 81 cents, from 80 cents 
in the year-ago period. 

The results reflected a 33 
per cent earnings rise for the 
company’s avionics. and com- 
munications unit and 


slightly higher automation 
profits offset by a weak Quar- 
ter for semiconductor 
systems due to the ongoing 
transition to the K56flex 
modem. 

Rockwell said its earnings 
growth would slow to the 
high single digits in 
fiscal 1998 from its previ- 
ously stated goal of 
15 per cent. The company 
said it hoped to return 


to about 15 per cent growth 
by 1999. 

“Locking ahead to 1998, in 
our first foil year as a pri- 
marily commercial electron- 
ics company ... we expect 
earnings per share growth 
will be in the high single- 
digit range from the $234 
per share reported for 1997," 
Don Davis, president and 
chief executive, said in a 
statement 


Market Value of Listed 
Stedc Portfolio and Hidden 
Reserve 


Net Worth Per awe 
and CPN 


E 


B0NGRAIN CONSOLIDATED SALES 


I 


For the first 9 months of 1997, BONGRAlN’s 
consolidated sales amounted to $ billion French Francs, 
an increase ofS.3^ over the some period of 1996. 
Excluding sales of excess milk and by-products, and 
with a comparable consolidation structure and constant 
exchange rates; the increase is 4%. j 
The Group's consolidation now includes Veszpremtej, 
Prihina and Bongrain Europa Polska which were not 
consolidated at September 30th, 1996. The exchange 
rate impact is mainly due to the US Dollar. 


Notice to Holders of 

European Bank for Reconstruction 
and Development 

South African Rand 5,5004)00,000 Zero Coupon 
Notes due 7th April, 2017 
South African Rand 6,000,000,000 Zero Coupon 
Notes due 7th April 2027 
South African Rand 10,000,000,000 Zero Coupon 
Notes due 17th June 2027 

(Ux- -iW'} 
ufiuedjMffiusnr to a 

Euro Medium Term Note Programme 

NOTICE IS HERESY GIVEN that, the above mentioned Notes may be 
prawned for payment ai the office ol fitter dr Issuing and Popng Agrm 
or the Payin* AfMt specified bekw. 
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Vickers may face hostile takeover bid 


By Roger Taylor, day Harris 
and Alexander Nicoll 

Vickers, the UK engineering 
group which wants to sell its 
Rolls-Royce car subsidiary, 
is facing a possible hostile 
takeover bid from May- 
flower. a fast-growing UK 
motor components manufac- 
turer which is a little over 
half its size. 

Vickers, which also makes 
Challenger tanks and Cos- 
worth engines, announced 
the threat yesterday, saying 


it had been tipped off by a 
member of the Mayflower 
team. Mayflower later said it 
was keeping all options open 
inducting a hostile bid. 

Mayflower is believed to 
be considering a break-up of 
Vickers, s elling the defence 
business but keeping 
Rolls-Royce, Coswortb 
engines and the propulsion 
technology division- 

Its ambitions will be of 
interest to BMW, the Ger- 
man motor group which has 
been mentioned as a leading 


contender to buy 
Rolls-Royce. Mayflower is a 
leading supplier to Rover, 
BMW's UK subsidiary, and it 
is unlikely that Mayflower 
would act without the tacit 
approval of the German 
group. 

Sir Colin Chandler, Vick- 
ers chairman, challenged 
John Simpson, chief execu- 
tive of Mayflower, to deny he 
was preparing a bid. Mr 
Simpson refused but 
suggested talks. Sir Colin 
said Mayflower would fust 


have to clarify its intentions 
and remove the threat of a 
hostile bid. 

Vickers’ shares rose 12 per 
cent, valuing the company at 
£839m (SL35bn). Mayflower 
slipped 7 per cent valuing it 
at £478m <$789m). 

Mayflower, which designs 
and makes car parts, has 
grown aggressively through 
acquisitions, increasing Its 
market value fivefold over 
three years. It is a supplier 
to Rolls-Royce and has 
helped develop the new 


model. 

• In contrast. Vickers has 
performed disappointingly in 
recent years. Its shares have 
underperformed the market 
and it recently began to 
restructure, selling its medi- 
cal businesses and putting 
Rolls-Royce up for sale. 

Vickers said it would con- 
sider any offer on its merits, 
but questioned whether 
Mayflower had sufficient 
experience of its different 
markets. 

Suggestions that May- 


flower could sell the defiance 
business, which makes the 
Challenger 2 tank as well as 
specialist armoured vehicles, 
were viewed with scepticism 
by the Vickers camp. Other 
UK defence companies were 
not seen as likely buyers of 
Its defence operations. GKN 
has not shown enthusiasm 
far developing its armoured 
vehicle business while Alvis, 
the third UK player in the 
sector, is seen as making 
lighter vehicles for niche 
markets. 


Brierley seeks 
Thistle review 


By Scheherazade 
Daneshkhu, Leisure 
Industries Correspondent 

Thistle, the UK's second 
largest hotels group is under 
pressure from Brierley 
Investments, its largest 
shareholder, to improve its 
lacklustre performance. 

Brierley, the New Zealand- 
based group- which holds 46 
per cent of Thistle’s shares, 
has launched a review of the 
company's operations. Some 
of its executives are thought 
to be unhappy with the lead- 
ership of Robert Peel, the 
chief executive. 

Brierley, whose stake in 
Thistle is worth £439m 
($707m), said in September 
that the response to Thistle's 
relisting in London last year 
had been “disappointing." 

Thistle's shares have 
traded below their flotation 
price of 170p for much of the 
year, closing yesterday at 
154%p. They have underper- 
formed the market by more 
than 20 per cent over the 
past 12 months. 

It is understood that some 
members of the Brierley 
board blame Mr Peel for fail- 
ing to achieve a successful 
flotation. 

According to analysts, 
Thistle’s credibility among 


investors was damaged by 
the way it accounts for 
depreciation of assets. 

The group admitted in 
September when it lifted 
interim pre-tax profits by 
more than half to £38. lm, 
that it had failed to meet 
“the demanding targets 
which we have set our- 
selves". 

Analysts have progres- 
sively cut pre-tax proflts 
forecasts for 1997 from £100m 
a year ago to £80m last 
month despite buoyant 
demand for hotel rooms and 
high occupancy levels. Some 
said that Brierley had priced 
the stock too aggressively 
and raised expectations 
unrealistically hi gh. 

Mr Peel has been at the 
helm of Thistle for more 
than 20 years. 

He survived Brierley's 
acrimonious £644m takeover 
battle in 1990. 

Brierley is thought to be 
reluctant to sell its Thistle 
stake below its break-even 
acquisition price of about 
200p a share. 

It took a loss when the 
shares were priced at 170p 
last year - the bottom of a 
I70p-'2i0p range - after a 
string of hotel Flotations 
which led to some stock 
market indigestion. 



On the runway: two of British Airways aircraft show off their new liveries which have been painted on the tails 

BA declines but signals turnround 


By Michael Skapinker, Aerospace 
Correspondent 

Strike action by cabin crew and the 
strength of sterling led to British Air- 
ways' half-year pre-tax proflts failing 
by 8 l 5 per cent to £43Cm t$68&n). 

But the airline’s confidence that the 
worst was now behind it helped lift 
shares 27p to 60$} yesterday. The air- 
line had already announced that the 
strike had cost £l25m. The strong 
pound depressed pre-tax profits by 

Profits in the six months to Septem- 
ber 30 would have been even worse had 
it not been for profits of £l57tn from 


the disposal of BA’s investment in US 
Airways and the sale of part of its 
stake in the Galileo International com- 
puterised reservation system. 

Robert Ayttng, chief executive, said 
that the conclusion of a final agree- 
ment this week with the TGWU union 
marked a turning point in the airline’s 
industrial relations. The union agreed 
to BA’s proposals to reduce cabin crew 
costs by £ 42m . 

Mr Ayling said the company had now 
completed its asset disposal pro- 
gramme. The agreement with the 
uniim anil the disposals are part of 
BA’s drive to achieve annual savings of 
£lbn by the turn of the century- Mr 


Ayling said action so for would yield 
savings of £600m by 2000 to 200L 

The remainder of the savings would 
come from better use of assets and 
improvements in the “terms of trade 
with third parties”. BA is believed to 
be keen to reduce travel agents’ com- 
missions. 

Operating p r o fi t s fell to £34lm from 
£512m. Turnover was up L5 per cent to 
£4-5bn. 

Mr Ayling said he hoped Brussels 
would decide on BA's proposed alliance 
with American Airlines early next 
year. He expected the US regulatory 
authorities to reach a decision at 
around the same time. 
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Bovis Homes expects 
60% increase to £37m 


By Andrew Taylor/ 
Construction Correspondent 

Bovis Homes, the UK 
housebuilding business 
being floated by P&O, the 
shipping, property and con- 
struction group, has forecast 
that pre-tax profits will rise 
by at least 60 per cent this 
year. 


In its pathfinder prospec- 
tus. the company said pre- 
tax proflts would be not less 
than £37.lm ($6Gm) this year, 
against E233m in 1996. - 
The share placing is expec- 
ted to value Bovis Homes at 
between £25 Om and £300m, 
making it about the 10th 
largest UK housebuilder by 
market capitalisation. 
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P&O’s impending spin-off 
of Bovis Homes makes so 
much strategic sense that 
it is easy to take the finan- 
cial logic for granted. Too 
easy - because a flotation 
does not look the right 
me chanis m. For share- 
holders, a demerger would 

surely he better. For one 
♦h<ng . it would avoid the 

need to offer the usual dis- 
count For another, views 
over the housebuilders' 
prospects vary widely. 

Many shareholders might 
consider the sector unnec- 
essarily depressed; a 

than accepting P&O'* 

^^fcmirs^^sale has one obvious attraction for PfcO: 

it means the company, not shareholders. I 

One can see this cash hunger in other ways too. Consider 

the odd dividend policy. P&O offers a mvMM 

grossed up for a tax credit which no longer exists. And 

Shout the credit it is difficult to see why 

holds- would want the cash alternative when the scrip is 

worth so much more. , 

The result is likely to be a pointless reshuffling of share 
certificates. To all intents and purposes, the company has 
auietly stopped paying a cash dividend. 

4 There are, to be fair, perfectly respectable tax reasons 
for P&O to keep such distributions to a m i n i m u m . But ir 
an this cash is to stay in the group, shareholders must 
also have confidence that P&O will spend it more wisely 
than they would. . 

rv. tn nnt it nnHWv the itlTV tttDillnS OUL 


Scottish Power 
sees 44% surge 


By Virginia Marsh and 
Simon Holberton 

Scottish Power said 
yesterday it had won 55,000 
gas customers in Scotland 
and was adding a further 
1,000 a day as customers got 
used to competition in the 
sector. 

The figures compare with 
the 200,000 gas customers 
claimed by rival Eastern last 
week in Scotland and 
north-east England, where 
competition in domestic gas 
supply began this month. 

Scottish Power said it was 
targeting only Scotland 
wi thin the new market - it 
has another 80,000 customers 
in southern England - and 
-remained confident it would 
become the number two 
player in the sector after 
Centrica, the former British 
Gas. 

His comments came as the 
Glasgow-based multi-utility 
unveiled a 44 per cent 
increase in interim pre-tax 
profits to £2 40m (2386.4m), 
before windfall tax. 


in line with expectations. 

The results were flattered 
by the full inclusion for the 
first time of Southern Water, 
which Scottish acquired in 
mid-1996. It contributed 
£122m to group operating 
profits of £312m (£20Sm) and 
£242m to turnover of £L37bn 
(£l-25bn) in the six months 
to September 30. 

The group said its gearing 
had fallen to 109 per cent, 
despite windfall tax of 
£3l7m. Net debt was £1.67bn 
(£L.79bn). 

However - in a move 
described by some analysts 
as unusual - this was partly 
achieved by revaluing assets 
at Manweb. the electricity 
company, and Southern 
Water, its two main acquisi- 
tions. These were revised 
upwards hy £229m to give 
group net assets of £1.54bn 
(£1.37bn). It said this was 
partly because risk had 
diminished now that the 
windfall liability was 
known. 

The shares rose 2V*p to 
439V*p. 
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6 November, 1997 

Hashemite Kingdom of Jordan 

Privatisation of 

Jordan Telecommunications Company . 

The Hashemite Kingdom of Jordan invites international telecommunications 
operators to participate in a render to make a srraregic investment in the 
Jordan Telecommunications Company (“JTC”). JTC is the operator of 
Jordan’s public telecommunications network and will have exclusive 
authorisation until 31 December. 2002 to operate international, domestic long 
distance and local basic voice telecommunications services in Jordan. JTC will 
also be licensed ro operate a cellular nerwork in Jordan from November 1 998. 
In 1 996 JTC had revenues of JD 172.6 million (USS 243.4 million) and proflts 
before tax. Financing and an extraordinary loss of JD 129.1 million (USS 
1 82.0 million). A 40% shareholding in JTC will be offered through the render. 

The tender is open ro public telecommunications operators who had either 
telecom services revenues in 1996 of at lease USS 3.5 billion equivalent, or at 
least 3.5 million access lines in service at 31 December, 1996. An Information 
Memorandum will be made available to potential strategic investors who have 
signed the confidentiality agreement. 

All enquiries should be referred to the Financial Advisor: 

Merrill Lynch International 
Global Communications Group 
Ropemaker Place 
25 Ropemaker Street 
London EC2Y 9LY 
Tei+(44) 17 1 8674877 
Fax+(44) 171 573 0634 


CONTRACTS & TENDERS 


HRVATSKA ELEKTROPRTVREDA D-D. 

Ulica grada Vukovara 37 
10000 Zagreb 
Croatia 

PUBLIC BIDDING 

for Heavy Fuel 03 (HFOl%) purchase in the quantity of 

60,000 tons 

Hrvatska Elektroprivreda d.d. is announcing Public Bidding for the Heavy Fuel Oil 
(1%) delivery for the purpose of electricity production, in the quantity of 60,000 tons 
(delivery DDU Sisak, Sisak Thermal Power Plant, in the Seller's railtankcars: 
delivery period: December 15th. 1997 - March 31st 1998). 

Bid Invitation Document is available at the following address: 

HRVATSKA ELEKTROPRIVREDA d.d, Sektor za oabavu, 

UL grada Vukovara 37, 10000 Zagreb, Croatia; 

Phone No. **385 1 6125 613, Fax No. **385 1 530 814. 

Bids should be delivered to the Buyer not later than November 19, 1997. 


The address is Manchester. 



The business is worldwide - 
and expanding! 


v 


BRmSH VTTA PLC 

Middleton, Manchester, M24 2DB. 

Tel: 0161-643 1133. Fax: 0161-653 5411. 

INTBttiATlONAL LEADERS IN POLYMER, FIBRE AND 
FABRIC MATERIALS AND TECHNOLOGY _ SERVING 
THE FURNISHING, TRANSPORTATION, APPAREL, 
PACKAGING AND ENGINEERING INDUSTRIES 
THROUGHOUT THE WORLD. 


Notice of Early Redemption 
to Holders at Series E Note* of 

U.S. $35,000,000 

Guaranteed Extendable Floating Rata Notes due 1999/2000 
Issued by 

St Andrew’s Funding Limited I 

(l«arparBtt?MA doted BaHty ft ft* /send/ 

NOTICE IS HS?EBY GIVEN Brat In accordance wtBi Section S.Q3[a) of the 
Indenture dud as of Noventer22,1969 that SariasEof the US. S35JXXXOOO 
Guaranteed Bdandabte Ftosttag Rate Notea due 1888Q000 (Bw “Nates”) of 
St Andrew's Anlng Lkrifed I (the ’Company’) wB be redeemed to M by Btt 
Company on Deoambom.UXI7. The Notes of Series A. Series fl. Sodas C 
and Soles OdlM Company hove prevtaudy been redeemed end i«xxi 
redemttoon of the Sedas E Notes, a> of the Notes wfl hem been redeemed. 
The Nairn at Seriee E «■) be redeemed by the Company m theta principal 
smart outa t a n dtog on DecemberlO, 1897 tagether *Wi Interest accrued to 
such date of redemption. 


The Chat* Manhattan Bank 
SthHoor • 
TrinayTorer 
9 Thomas Mara Street 
London El 9YT, Ehgiend 


Luxembourg, &A. 

5 Rue Plante 
L -2338 Luxembourg 


i eeata to accrue on the Series E Nome trwn December X). 1897. 

ByrTba Chase Manhattan Breric • 

London, Principal Paying Agent 

November 6,1097 


Q CHASE 


Notice of Esrty Redemption 
to Hotdam of Series E Notes of 
U.S. $35,000,000 

Guaranteed Extendable Boating Rote Notes due 1999/2000 
Issued by 

St Andrew’s Funding Limited It 

flnctrpat**dva h Ba*miBabmrln S*> Cqrrmn 

NOTICE IS HEREBY GIVEN aw In e c c o c d an ca with Section 5£3ta) of the 
indenture dstsd as Narantor22.1B88 But Series Eol the ILS. 935.000,000 
Ounreead Boendabte taring Rats Notes due 198M2000 (8w ftotaT) of 
SLAndmrta Fundng Limited 0 (tfw'Cbtrpeny’) wriff be redeemed In tan by Bis 
Company an December to, T987. The Nans of Series a. Series B, Sartos C 
and Series O of tie Company have previously been redeemed and won 
redemption <rf (he Soles e Notes, al of the Notes wtt have been redeemed. 
The Notes cf Series £ wM be redeemed by toe Company at Bub prtradpU 
■norrt otristanttog on Oeoember 10. 1897 togsBwr trim Interest scorned to 
such date of redemption. 

PffVMG ABENTS 
The Chase Man hatta n Bank 
SBi Floor 
Trinity Tower 

9 Thomas More SBev 
London Et BYT, Engtend 


SRuePtasBe 
L-2338 LunvTtxxrg 


MereKstaB cease to eocnta on the SerteaE Notes Item Decmftir 10,1187. 

Byrltae Chess Manhattan Bat* 

London. Principal Payteg Agent Q PHASE 


November B. 1997 


BUSINESSES FOR SALE 


Appear in Hie Financial Times every Tuesday Friday ^Saturday. 

For farther Information, or to advertise hiMssecflon, 
t please contact 

Melanie Mfles on 444 0171 873 3349 or Marion Wedderfun on +44 0171 873 4874 


FT 


FINANCIAL TIMES 
Conferences 

For a list of 
forthcoming 
FT conferences 
call us on 
(+44) 171 896 
2626, today 


BUSINESS 

WANTED? 


You want to 
advertise in the 

Financial Times. 


For further 
information 
please contact 

Melanie Miles 

+4401718733349 
Marlon 
Wedderbum 
+44 0171 873 4874 
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COMPANIES AND FINANCES UK 


Barclays may be left counting the cost 

Clay Harris and Jane Martinson on an apparent U-turn from the all-or-nothing sale of BZW 


T wo big reputations - 

those of Martin Tay- ■ 
lor, chief executive of 
tne UK bank, Barclays, and 
the US investment bank 
Gold man Sachs - have been 
dented by their failure to 
find a buyer willing to take 
over all of the BZW busi- 
nesses up for sale. 

B &rclays’ decision to con- 
sider an offer from Credit 
Suisse First Boston for only 
port of the businesses, hav- 
ing told prospective buyers 
it was ah or nothing, repre- 
sented a stunning volte face 
on which rivals were quick 
to seize. 

"It looks like an unmiti- 
gated disaster, and arro- 
gance must play a big part 
in this,” said one London- 
based Inves tmen t banker. 

Not only is the proposed 
deal still subject to condi- 
tions, primarily the Swiss-US 
investment bank being 
to lock in key staff, but Bar- 
clays and Goldman, which is 
handling the sale, face addi- 
tional uncertainty as they 
seek buyers for the Asian 
and Australian operations 
shunned by CSFR 


In another reversal. Bar- 
clays now appears likely to 
retain the equity derivatives 
operation which CSFB also 
declined, making it part of 
Barclays Capital, the 
renamed rump of BZW. 

Mr Taylor ■ himself 
appeared exhausted when he 
addressed BZW staff an the 
central trading floor at 
Canary Wharf, London, on 
Tuesday night 

“He wasn’t the normal 
eb ul li ent Martin. He seemed 
to me to be under tremen- 
dous pressure," one said. Mr 
Taylor told staff that the 
experience had been 
“ghastly". 

The month-long exercise 
appeared to be ending in a 
shambolic manner com- 
pletely out of keeping with 
the cool and controlled 
images of Mr Taylor and 
Goldman. 

But that is necessarily an 
interim judgment If a piece- 
meal sale, even if not 
intended from the start, 
turns out to maximise pro- 
ceeds for Barclays, the bank 
and its advisers win count it 
a success, in spite of embar- 


rassment along the way. 

In any case, they feel that 
Barclays - having made the 
decision to sell parts of BZW 
- had no option but to pro- 
ceed as it did, announcing 
the intention to sell without 
having a buyer lined up. 

The complex process of 
disentangling an integrated 
operation could not have 
been kept secret 
The mechanics of break-up 


businesses as a imit , even 
though the Australian man- 
agement preferred from the 
start to be put on the block 
separately. 

The Hong Kong-based Asia 
business g1gn feces difficul- 
ties. 

BZW, with 12 offices in 
Asia, has been increasingly 
active in equity issues for 
Chinese-backed companies. 

While bankers said BZW 


Mr Taylor himself appeared 
exhausted when he addressed BZW 
staff on the central trading floor at 
Canary Wharf. 4 He wasn’t the nor- 
mal ebullient Martin , 9 one said 


are proving complicated and 
protracted indeed. 

For example, it appears 
likely that CSFB will out- 
source to Barclays, far as 
long as a year, the back 
office functions of the busi- 
nesses it buys. 

Such considerations 
explain why the BZW board 
was determined to sell the 


had an attr ac tive regional 
franchise, they viewed the 
turmoil in Asian financial 
markets and aviating 
presence of most big invest- 
ment banks as an obstacle to 
a sale. 

“Those who want to he 
here are already here", said 
one investment banker. 
“And with the market condi- 


tions at the moment, there 
may not be much enthusi- 
asm far expansion." 

A revised prospectus for 
each operation is expected to 
be ready within a fortnight 
For now, however, Bar- 
clays will be attending to its 
bird In the hand, and hoping 
to complete the sale of corpo- 
rate advisory and UK and 
European equities busi- 
nesses to CSFB. 

One investment banker 
said: “The one real question 
is will enough of the BZW 
people sign up.” 

Several BZW staff mem- 
bers said they welcomed the 
opportunity of working for 
the Swiss-Amerlcan group. 
“I thtwTr the cultural change 
was needed. These British 
firms have gone off the 
rails," one said. 

Mr Taylor was asked by 
staff on Tuesday night what 
would happen if people 
failed to sign up with CSFB 
in significant numbers. He 
replied he hoped they would. 

He told the Financial 
Times later that CSFB would 
go ahead if “they become 
more confident that they can 


make a success of it". 

No other business would 
make a "better strategic fit". 

CSFB won plaudits from 
corporate financiers for its 
canny takeover strategy, 
making its piecemeal offer 
after US rivals such as Don- 
aldson, Lufkin & Jenrette 
and Bankers Trust had 
dropped out, thinking sale as 
a unit was the only option. 

“DU and Bankers would 
have loved to take the UK 
and European bits," said 
one. “The thing is that CSFB 
played their cards better." 

And that game is not over 
yet, noted one competing 
banker, who said the s mall 
print of the contract would 
tell the story. 

He said: “The headline 
price will probably bear no 
resemblance to the net pro- 
ceeds to Barclays." 

For its part, Barclays must 
be content for the moment 
to draw comfort from a nega- 
tive. One adviser said yester- 
day: “BZW did not melt 
down, as people bad pre- 
dicted." 

Additional reporting by 
John Ridding in Hong Kong 



Takefuji— King of the 
Mountain in Japanese 
Consumer Finance 

Takefuji Corporation is the largest consumer finance company in Japan, 
with around ¥1.5 trillion in total assets. It eryoys a consistently high level 
of profitability. In the year to 31st March, 1997, it had the 13th highest tax 
declared income in Japan, ahead of companies such as Sony and Canon. 
Takefuji is also renowned jbr the quality of its assets and its low leverage. 
These factors prompted Mood/s Investors Service to assign Takefuji a 
counterparty rating of A2 from 15th April 1996, ranking it alongside such 
top names as Honda and Fujitsu and above most of its funding sources. 



Yasmj Takei Chairman and CEO 


Street-Smart 

Takefuji was -founded in 1966 by 
Yasuo Takei, Chairman and CEO, 
just when Japan’s modern consumer 
finance industry began to emerge. 
Mr. Takei started by offering small 
loans and bad no backing from 
banks. These institutions had no 
interest in consumer finance, prefer- 
ring to serve a corporate clientele. He 
learned much from those early days, 
amassing an unparalleled range of 
consumer information. From die way 
people dealt with their correspon- 
dence to the type of watches ihey 
wore, he identified behaviour patterns 
that determined whether a potential 
borrower was creditworthy. Today, 
Takefojis customer database is widely 
considered the most sophisticated in 
Japans financial services industry. 

Mr. Takei says that: “Our ap- 
proach was unheard-of at that time. 
The banks here were considering bor- 
rowers purely in terms of their collat- 
eral. In feet, they still do. But all the 
collateral in the world means nothing 
if someone defaults on you. The 
secret of successful lending — and I 
know this sounds simplistic — is to 
ask yourself whether someone can 
and will repay the loan. You look for 
all sorts of signals on that score and 
you can make the decision very 
quickly if you know what you’re seek- 
ing. There’s no need to fill in piles of 
forms and go through the bureaucrat- 
ic process. You simply have to under- 
stand human nature. And that’s a 
street lesson that our banking friends 
will probably never understand.” 

Prior to the Money Lender’s Act 
(1983), which established modem 
standards for the industry, consumer 
finance had very few rules and tended 
to arrract shady operators. People 
generally referred to consumer 
finance as sarakin , or loan-sharking, 
a term that was dose to the mark for 
some operators. All this caused 
untold problems for Mr. Takei. 
“We've often been tarred with the 
same brush. But the fact is that you 
cant become as big as we are if you 
play a poor game. Yes, we do work in 
an area where the returns are high. 
And that’s the point about the way 
we operate. We treat , customers like 
kings and they pay kingly sums. 
About one third of our new cus- 
romers are introduced by our existing 


customers. This gives us a strong edge 
over our competitors. So, from the 
outset we formulated a code of con- 
duct to minimize friction with our 
customer base. For example, even 
when we phone delinquent customers, 
we avoid unsocial hours such as din- 
ner time and keep the conversation 
polite and reasonable. If people sim- 
ply can t repay their loans, we don’t 
resort to aggressive tactics, such as 
drawing payments directly from their 
salary. It’s just pointless. Its an indica- 
tion that we’ve failed to assess the 
borrower properly in die first place." 

A Financial Services Leader 
The consumer finance industry is 
today much like any other, although 
some people still have reservations 
about it. Says Ml Takei: “Consumers 
don’t have a problem with us. We 
have an excellent track record. But 
the investment community still has 
some hang-ups. Maybe that’s why 
our P/E is soil too low. Still, well 
improve that as o me goes on because 
we’re here to stay — we fulfill a role 
that many banks are still unwilling to 
perform. And even if some try, they 
still don’t know how to get it right. 
That’s a grear barrier to market entry. 
The banks’ main problem is that they 
continue to concentrate on collateral, 
usually real estate. That is why so 
many banks found the going hard 
after the 1980’s credit bubble burst 
and real estate prices collapsed. As 1 
said before, we focus on the borrow- 
er’s ability to pay back the loan. It is 
narnral for us, but typical of the 
h anks that they overlook this simple 
point.” 

The facts bear Mr. Takei out. 
Takefuji shines by almost any mea- 
sure you care ro consider. Takefuji 
operates with very high interest mar- 
gins, currently around 23.8%. This 
compares with an average rate of 
below 1% for banks. It is indicative 
that Takefuji has successfully avoided 
defaults with what many would 
consider a more risky clientele. The 
company’s delinquency rate is consis- 
tently below 2%, a Testament to the 
time-tested accuracy and depth of its 
customer database — which assigns 
points ratings in line with such infor- 
mation as age, job description, 
address, and credit history. The aver- 
age delinquency rare for banks is 


more like 5%. And the best bank can 
only manage 3% or so. Another key 
factor in Takefuji’s low delinquency 
rate is its diverse clientele — it has 
around 2.4 million active accounts. 

The strong database also makes 
Takefuji very nimble. Going to a 
Japanese bank for a personal loan is 
a highly time-consuming and even a 
demeaning experience. Many people 
simply don’t bother. With Takefuji, 
they can easily visit a branch office 
or an unmanned loan application 
machine nationwide. They can make 
a loan application, receive approval 
in minutes. Also, they can repay loans 
and draw the money through ATMs 
either owned by Takefuji or by 69 
other co-operating financial institu- 
tions at the borrowers’ convenience. 

Solid F undamentals 

Takefuji has gained considerable 
respect in recent years for its consis- 
tently strong operating results and 
solid balance sheets. Over the past 
five years, net income has grown at 
an average of 19.5% per annum. 
Loans outstanding have risen 1 1 .3% 
per annum. 

Fueling the loans growth has been 
an aggressive strategy of setting up 
unmanned offices with application 
machines and actively expanding the 
use of other financial institutions' 
ATMs. The number of access points 
has soared from 1,066 in fiscal 1995 
(ended 31 March, 1995) to more 
than 16,000 by the close of fiscal 
1997- During this time, Takefuji has 
added just a few fully staffed branch- 
es. The bottom line is chat the 
automation of the loans process has 
contributed to outstanding produc- 
tivity. The average number of 
accounts per employee was 607 in fis- 
cal 1S197, 12% higher than its com- 
petitors. According to the 9th August 
edition of the Toyo Keizoi Weekly, 
recurring profit per employee was 
16th best in Japan, at ¥31.8 million. 

At the same time, write-off ratios 
have remained very stable — and 
below the average for counterparts in 
consumer finance and banking. 
Recoveries have almost doubled in 
the past two years. While maintain- 
ing solid control over delinquencies, 
Takefuji has nevertheless retained a 
5% provision for bad debt, a conserv- 
ative approach that greatly pleases 


foreign investors. 

Takefoji’s return on equity is also 
very high. In fiscal 1997, ROE was 
17.5%, 28th best in Japan. The ratio 
of recurring profit to net sales was 
fourth best in Japan, at 44.0%. 

Because of its A2 rating from 
Moody's, Takefuji enjoys low-cosr 
funding. Japanese banks are an 
important source of funds, although 
Takefuji has actively diversified its 
funding sources. The company has 
strong ties with foreign institutions, 
which account for roughly 2 1 % of its 
funding requirement. Says Mr. Takei: 
“My business is all about dealing with 
customers. It is always important that 
you understand the customers. When 
the senior management of foreign 
banks visit me as a customer, they are 
prepared ro discuss our business. 
They ask searching questions about 
marketing, delinquency, collection, 
and other aspects of our business. 
Unfortunately the attitude of the 
Japanese banks is very different.” 

As mentioned earlier, Takefiiji’s 
P/E at the present is unusually low 
against the market, this is likely to 
change, however. The company has 
won uniformly high evaluations from 
both Japanese and foreign securities 
houses, with some strong buy recom- 
mendations recently. In early October 
1 997, for example, Walter Altherr, a 
CFAar Jardine Fleming Securities 
(Asia) Limited released a company 
research report in which he rated 
Takefuji a buy. He wrote that: “the 
current [share price] levels do not 
reflect the company’s strong market 
share, high profitability, or high 
growth." Altherr added that “current 
prices leave investors with minimal 
downside risk and substantial upside 
potential.” 

Excellent Potential 

Japan’s consumer finance industry has 
become massive. Loans outstanding 
at the end of 1996 were ¥6 trillion. 
There are few signs, however, of a 
slowdown. This is attributable to the 
feet that consumerism in Japan still 
lags other western nations. Takefujis 
target market is the 42 million people 
in Japan earning up to ¥5 million 
annually. Just 13% of these people 
use consumer finance, compared with 
around 30% of their counterparts in 
the United Kingdom. 


The Japanese consumer finance 
market is not sensitive to interest races. 
Takefuji’s current maximum interest 
rate charged is 27.375%. Although 
fierce price competition is not expect- 
ed, Takefuji’s low cost structure means 
that it can cope with lower rates, and 
it can also boost usage volumes by 
expanding its access point network. 

Mr. Takei is confident that his 
company will continue to achieve 
above average revenue and earnings 
growth while maintaining a healthy 
assets position. The company is also 
broadening its product mix, by cre- 
ating new niche products for pre- 
ferred customers, with higher credit 
limits, and by offering a wider mix of 
interest races. 

As Japans Big Bang unfolds, 
Takefuji looks well placed to keep 
growing within the consumer finance 
industry. But Mr. Takei is not simply 
content to stay within its current 
boundaries. “I’ve always been very 
interested in the insurance industry,” 
he says. T think its partly because 
it’s a natural extension of what we 
do here — evaluating risks very care- 
fully and providing products that 
people want. We have a database of 
5-5 million individuals, a nationwide 
network of branches and ATMs, an 
advanced computer system, and well- 
trained and highly- motivated market- 
ing staff. We will be able to capitalize 
on these resources by offering insur- 
ance and other new products and 
services in the future." 

What about Mr. Takei himself? 
“I'm getting on in years, and to tell 
you the truth I don’t know exactly 
who will take over when I retire — if I 
ever do, because I enjoy what I do so 
much. But more seriously, 1 may be 
an owner-manager, but I’ve also 
instituted a solid, systematic way of 
doing business. 1 don’t need to be 
around all the time for it ro continue 
working welL That’s because I’ve ori- 
ented the business totally ro working 
out what consumers want. We aim 
high, which is why I included “Fuji" 
in our name. If our people keep 
focused on that and that alone, we'll 
always stay king of the mountain.” 

Takefuji Corporation 

Vau can obtain further hsfbrmarion an Taktfuji at 
the following Internet address: 
hnp-Jhrww.taJafiqLca.jpfengfshIhtmUeOOQ.html 
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Prices ease ahead of US data 



GOVERNMENT BONDS 


By Vincent Boland 
in London and Richard 
Waters In New York 

Bond markets posted modest 
losses yesterday, giving up 
advances made in the previ- 
ous session as they marked 
time before the release in 
the US tomorrow of key 
employment data. 

Trading was quiet, with 
falls reflecting small gains in 
equity markets, which 
remain an inf luence on how 
bond markets move. 

In European markets most 
attention was on develop- 
ments today at two central 
banks. In Germany the 
Bundesbank's regular coun- 
cil meeting is not expected 
to make any adjustment in 
interest rates, while the 
monetary policy committee 
of the Bank of England is 
also thought unlikely to 
change UK interest rates 
when its meeting concludes. 


Analysts said the likeli- 
hood of the status quo 
remaining on the interest 
rate front, and continued 
nervousness among equity 
investors despite the calmer 
atmosphere on the world's 
stock markets, underpinned 
the relatively favourable out- 
look for bonds. 

“Against tha t environment 
bonds remain attractive and 
well bid." said Nigel, Rich- 
ardson, head of bond 
research at Yamaichi Inter- 
national in London. He said 
the main influence was what 
impact the US non-farm pay- 
roll figures would have and 
whether they would confirm 
the underlying assumption 
of the markets that there is 
no serious infla tion pressure 
emerging. 

US TREASURIES drifted 
higher ahead of the figures, 
in spite of news of stronger 
than expected factory orders 
’during September. The 
advance came amid talk of 
further foreign buying of US 


securities and a strengthen- 
ing in the US dollar. 

By midday in New York, 
the benchmark 30-year bond 
was trading at lOlg, a rise of 
% on the day, to yield &233 
per cent Among short-dated 
securities, two-year trea- 
suries were up & at 99®, 
leaving the yield at 5.692 per 
cent, while 10-year notes 
were up Vi at 101 g. to yield 
5323 per cent. 

US factory orders for Sep- 
tember rose 0.4 per cent 
compared with expectations 
of a fall of some 0 2 per cent 
However, this .was still a 
considerable slowdown from 
August when orders grew at 
a rate now revised to 16 per 
cent (It was previously 
stated at LS per cent) 

GERMAN BUNDS led the 
declines in Europe, with the 
December futures contract 
settling 0.18 lower at 102.44 
after spending the day in a 
narrow range in moderate 
volume and continued flat- 
tening of the yield curve. 


Analysts said the market 
remained in good shape, 
underpinned by a surge in 
buying interest during the 
stock market turmoil, which 
had eased fears' of a rise in 
German interest rates. But it 
failed to gain any support 

from yesterday's economic 
data, which showed slightly 
stronger German employ- 
ment and a slightly weaker 
outlook for industrial pro- 
duction. 

UK GUTS traded in a nar- 
row range of just five ticks, 
with the December gilt 
future settling A lower at 
1188, also in moderate vol- 
umes. 

There was a mixed recep- 
tion for surveys showing 
that UK economic growth 
was stQl powered by the ser- 
vices sector, with industrial 
production still sluggish - 
manufacturing output 
expanded by only 1.5 per 
cent in September. 

Analysts at ABN Amro 
Hoare Govett said the figure 


painted a bleak picture, 
“particularly it as we antici- 
pate. the adverse transac- 
tions impact of sterling's 
sustained strength has yet to 
make its full mark”. 

But there was general 
agreement tb** th« Rank of 
England was unlikely to 
make any chang es to inter- 
est rates today. 

SPANISH BONOS sagged 
after the treasury issued 
Pta246.7bn of new five-year 
and 15-year bonds, with the 
latter getting a higher than 
expected allocation at a price 
that pushed the yield up to 
6325 per cent from 6.15 per 
cent dampening enthusiasm. 

The December bono con- 
tract settled 0.29 lower at 
102.96, pushing the spread 
over 10-year bunds out to 47 
basis points. 

ITALIAN BTFs drifted, the 
December contract settling 
0.17 lower at 1H.TL In Paris, 
the notional FRENCH 
BONDS future settled 032 
lower at 98.74. 


FIB offering 
well received 


INTERNATIONAL BONDS 


By Samer (skandar 
and James WBson 

Primary market activity 
remained subdued yester- 
day. as borrowers and inves- 
tors continued to recover 
from last week's volatility. 

Syndicate officials pre- 
dicted market conditions 
would remain unfavourable 
for most issuers, except the 
highest quality credits, pos- 
sibly until early next year. 

“Things would start to get 
quiet in a couple of weeks 
anyway, in the run-up to 
Christmas and the new 
year." said one banker in' 
London! ' “There is not 
enough time to revive the 


New international bond issues 
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market, and it would not be 
worth It just to see it die out 
again in a matter of days." 

The EUROPEAN INVEST- 
MENT BANK launched a 
£500m floating-rate issue 
with a five-year maturity. 

Salomon Brothers, the 
lead manager, said the issue 
had been well received. “We 
sold more than. 90 per cent of 
the deal an the first day," 
said an official- “That is not 
bad on this kind of issue and 
in! these market conditions.” 

Salomon said UK Institu- 
tions had shown a strong 
appetite, although some 
paper was also sold in conti- 
nental Europe. “UK ftind 
' iriauiagers have a lot of cash 
to put mto defensive instru- 
ments,” said the o fficial. 
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With a coupon of Libor 
less the EIB paper com- 
pared favourably with exist- 
ing floating rate-issues. UK 
gilts with floating coupons 
are yielding 85 to 40 basis 
points under Libor and a 
sovereign issue by Denmark 
was qvidtbd '.yesterday at 
Libor less 25 points. 

• The single European cur- 


rency will have a big impact 
on funding sources and 
credit ratings for local 
authorities in Europe, 
according to Standard & 
Poor's, the US credit rating 
agency. More competition 
among banks far local gov- 
ernment business should 
Help authorities to secure 
lower interest rates, it said. 


European monetary union 
is also expected to create a 
larger market in local gov- 
ernment bonds, which 
should benefit larger author- 
ities. S&P also said another 
consequence would be the 
selective removal of sover- 
eign ratings as a constraint 
on ratings given to issuers 
from Emu member states. 


Fall in 


emerging 

market 

returns 

By James Wilson 

J.P. Morgan’s Emerging 
Markets Bond Index Plus, 
which tracks total returns 
for traded external debt 
Instruments, dropped 1L52 
per cent in October after 
demand far emerging mar- 
ket paper was badly affected 
by global market turmoil. 

The EMBI yield spread, 
which fell to a record low of 
380 basis points over Trea- 
suries on October 7, had 
risen to more than 600 
points by the end of the 
month. The gain for the 
year fell to 4S0 per cent. 

Each of the IS countries 
measured on the index 
posted a loss. Returns from 
Russia and Bulgaria, both 
down more than 17 per cent, 
were worst hit by the selling 
of emerging market bonds, 
although Bulgaria is still 
the EMBTs top performer in 
1997, ahead 38.9 per cent 

Mexico was least affected 
by the month’s turbulence, 
with a fan of 5.12 per cent. 
The bank attributed 
Mexico’s relatively robust 
performance to Its strong 
fundamentals and commit- 
meat to exchange and inter- 
est rate flexibility. 

The bank’s Emerging 
Local Markets Index, track- 
ing r eturn s for instruments 
denominated in local cur- 
rencies, fell 4.15 per cent It 
was the fourth consecutive 
monthly fall. 

JJ. Morgan’s Government 
Bond Index Global, which 
tracks the leading govern- 
ment bond markets, rose 
202 per cent measured in 
US dollars. “The sell-off in 
US equities and emerging 
markets led to a flood of 
Treasury buying,” said 
Jeanne Feldhusen, the 
bank’s head of global fixed 
income research. 


DIGEST 

Euroclear accepts 
MinFin bonds 

Bonds issued by 

received a boost yesterday hecome possible cm 

clearing and settlement t system for inter 
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national securities. Baakers ,S f Sfm dollars. As a result 

nno a-rire 

Traders’ 


to 


iadoa in wew 

ZSS «as good for traders ondta^ 

tom/Tt should bring greater confidence and liquidity ft 

sianauthorities froze $24m of stolen ami 
bonds last year. RfcharfGray, 

nr Atnerira said: “MinFins have been frozen penoareauy 
over the past couple of years and that has impactod upon 
tovestorJwpetite, and caused discontinuity m the Rus- 

‘Euroclearable’ removes J^ e 
them being frozen, and makes 
into a larger Investor population. They sta r t . t °^°^ r 1 r 
Eurobonds and the yield curve becomes ^ lot dearer 
Euroclear said it would start handling M “**“J*“*L. 
from next Monday. James Kite* 

■ DERIVATIVES DISCLOSURE 

Pace of improvement slows 

The pg«v* of improvement In disclosure of derivatives 
activities by leading international banks has slowed, 
according to a survey published yesterday by the Bank 
for International Settlements. It also claims there are still 
institutions disclosing little about key aspects of their 
trading and derivatives activity. 

The report was compiled by the Basle Committee on 
Pnnirinfr Supervision and the Technical Committee of 
Iosco and is based on the 1996 annual reports of 79 of the 
world’s largest internationally active banks and securities 
Anns. It said that overall there had been substantial 
improvements in the 1993-96 period, and that although 
progress slowed last year, there was better disclosure of 
value-at-risk dam. Simon Davies 

■ SOVEREIGN CREDIT QUALITY 

Brazil, Ecuador ‘deteriorate’ 

ING Karine* ' Sovereign Risk Model has projected a deteri- 
oration in sovereign credit fundamentals in Brazil and . 
Ecu ad or over the last few months. But despite the signifi- 
cant collapse in emerging markets in recent weeks, Bar 
logs has increased its credit projections for Argentina, 
Bulgaria, Panama and Peru. The credit quality model also 
suggests over-weight positions in Russia, while is it nega- 
tive an Poland, Mavinri and Venezuela. Simon Davies 
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BOND FUTURES AND OPTIONS 
France 

■ NdnONAL FRENCH BOtffl FUTURES (MA71F) FfrfittLOOO 
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Sett price Change 
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EsL uoL Opan kit 
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■ LONG TERM FRENCH BOND OPTIONS (MATF) 
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Sett price Change 
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UK 
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Sterling slides on rate peak outlook 
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markets report 


By Richard Adams 

Sterling received a 
Hammering on the foreign 
exchange markets yesterday, 
after heavy selling by Emo- 
peau investors a gainst the 
US dollar and the D-Mark. 

Sterling lost a cent against 
the us currency, and over a 
pfennig against the German 
unit- Same traders said the 
sell-off followed g* pyt at in, i s 
a rise in interest rates today 
by the Bank of England 
would end the cycle of 
higher rates in the UK 
lu contrast. US and Ger- 
man interest rates are seen 
to be on the way up, making 
their currencies more attrac- 
tive. The pound closed in 
Europe at DM2.887, and 
$1.67X5. One currency ana* 
lyst said there was scope for 
sterling to fall to levels 
between DM2.70-DM2.80 by 
the end of this year. But 
some analysts continue to be 
bearish about f n r tt ipr inter- 


est rate rises in the UK 

In Japan, the yea contin- 
ued to. suffer -from the weak- 
ness seen earlier in the mar- 
ket. Yesterday in London it 
slipped further against the 
st ro nger D-Mark and dollar, 
and was not helped by com- 
ments from Sakaki- 

bars, "Mr Yen", the vice 
finance minister. 

The yen plumbed another 
recent low against the 
D-Mark when it weakened in 
London to Y7L31, compared 
with Tuesday's close of 
Y7&SL Against the dollar, 

. the yen’s fall was capped by 
strong buying support 
around Y133. After touching 
Y12298, the dollar foil back 
tn Y T2QS 7 

In the emerging markets, the 
Indonesian rupiah suffered 
slight wobbles after sugges- 
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13711 

18779 
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13S27 
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tion s of resistance to the 
IMF-imposed rescue plan. 
The Turidsh lire continued 
to suffer, from the flight of 
capital leaving the country. 

In Brazil, the government 
« Hd ft had used only a frac- 
tion of its reserves to defend 
the Real The central bank 
governor denied that the 
exchange market “came 
close to being out of land” 
last week. 

■ One reason the pound was 
depressed, according to 
Mgric Hendrik^ , bp»ri of cur- 
rency research at SBC War- 
burg.Dfllon Read in London, 
was the possibility that a 

decision to raise rates today 
by the Monetary Policy Com- 
mittee could signal the end 
of the rate-rising cycle in 
place since May. 

“Obviously, there are 
«ri g r y that the peak is nea r 
for base rates. If the Bank 
raises, then the interest rate 
cycle could be turning down- 
wards, as there is evidence 
the flwww m y is easing," Mr 
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Hendriks said. 

Other economists think 
the Mid of the Bank’s self-de- 
clared “pause" could set off 
another bout of upward rate 
movements. Richard Jeffrey, 
at Charterhouse in London, 
*if the committee think 
there is need for further 
tightening, it is unlikely that 
the wM quarter of a percent- 
age point increase wfll make 
any difference." He thinks 


that UK rates could go up by 
so-ioo basis points. 

■ The timing of the UK’s 
membership of the European 
single currency continues to 
fascinate sterling dealers. 
Some in the market are not 
convinced that last week’s 
Commons statement by Gor- 
don Brown, the chancellor, 
ruling out membership dur- 
ing this parliament was the 
last ward. 

Mr Efondriks at SBC aatrt 
talk of a cross-party coali- 
tion in favour of monetary 
union - including Conserva- 
tive heavyweights like Ken 
Clarke — was weighing on 
sterling. “Perhaps sterling 
and Emu are not dead, but 
very much alive. Starling's 
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entry before the end of the 
parTiamant is still a possibil- 
ity." Mr Hendriks raid. 

■ The Turkish lira’s trou- 
ble's continued yesterday, as 
more than $ibn of ftywign 
capital left the country in 
the “flight to quality" away 
from frmpr gTw p markets. 

The Turkish central bank 
is thought- to have spent up 
to $Um in foreign currency 
to defend the Era, but has a 
further $20bn on Yes- 
terday the currency weak- 
ened against the dollar by 
700 bra, to 188230, despite a 
severe liquidity squeezo The 
bank declared a record 
money market shortage of 
308200bn lira. 

Turkey had benefited from 
the global search for higher 
yield, after the formation of 
Mesut Yilmaz’s coalition , 
government earlier this 
year. Upcoming talks with I 
the IMF, and plane to fen»»* , 
Turkey’s 90 per cent annual . 
rate of inflation, may help 
support the currency. i 
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1 
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2.109 
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0388 

0342 

aio 2 

0039 
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0.115 

0417 

1042 

8322 

0446 

0283 

0235 

0.063 

0059 

1830 

3376 

2271 

0387 

0342 

866.7 

1 

3319 

9053 

7420 

3372 

0.734 

0307 

0721 

0515 

5037 

9329 

8211 

2452 

0244 

2401 
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10 

2502 

2072 

10.70 

2.001 

0349 

1201 

1423 

2021 
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3282 

0280 

0376 

•592 

1.105 

3397 

100 

82.73 

4278 

0800 

0339 

0796 

0569 

2443 

4307 

5967 

1.184 

0456 

1180 

1335 

4231 

1202 

100 

5.1B9 

0967 

0410 

0962 

0387 

4727 

8.720 

7375 

2291 

0388 

2244 

2383 

9347 

2833 

1633 

10 

1371 

0794 

1361 

1330 

2527 

4381 

4.103 

1225 

0472 

1199 

1381 

4296 

1252 

1034 

5345 

1 

0424 

0995 

0711 

5936 

1029 

9370 

2387 

1.112 

2627 

32SS 

11.78 

2943 

2433 

1230 

2357 

1 

2345 

1.67B 

2539 

4384 

4.123 

1231 

047* 

12D5 

1388 

5321 

T2S3 

1032 

5372 

14306 

0426 

1 

0714 

3535 

6357 

5.772 
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0364 

1887 

1242 

7229 
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1453 

7320 

1407 

0587 

1400 

1 

2900 

5350 

4209 

1406 

0542 

1377 

1385 

5.735 

1433 
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6.135 
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0487 

1.142 

0.818 

40.75 

7316 

6316 

1275 

0761 

1934 

2227 

8257 

2013 

1683 

B.B 20 

1313 

0364 
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7b« securities have not been registered under the SeatritiB Aa of 1933 and may not be offhrd or said in. the United 
States absent registration or an applicable exemption from the r egistration req ui reme nt s of the S ecu rities Aa of 1933. 
These securities base been previousfy sold in the United States to Qualified Institutional Buyers as defined in Rule 144A 
which were also Qualified Purchasers within the meaning of Section 2(a)(51)(A) of the Investment Company Aa of 
1940 and outside the United States m reliance on Regulation S under the Securities Aa tf 1933 This announcement 
appears as a matter of record tmfy. 
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COMMODITIES AND AGRICULTURE 


Moscow deregulates oil company ownership 


By John Thomhffl in Moscow 

The Russian government has 
lifted restrictions on foreign own- 
ership of the country's oil compa* 
nies In a bold attempt to entice 
international strategic investors 
to participate in the forthcoming 
round of privatisations. Foreign 
investors had previously been lim- 
ited to a 15 per cent shareholding. 

Maxim Boiko, minis ter of state 
property, said foreign investors 
could now boy the government’s 
entire stakes in several of the oil 


companies to be privatised over 
the coming eight months. These 
include substantial shareholdings 
in Eastern Oil Company, Tyumen 
Oil Company. Rosneft, and LokoiL 

The reformist wing of the Rus- 
sian government has been desper- 
ate to attract greater foreign 
in v e stm ent in the oil industry to 
stimulate domestic competition 
and reverse the steep decline in 
output that followed the collapse 
of the Soviet Union. 

But the move is hound to 
incense the Communist party In 


parliament, which has accused 
the government of selling off the 
country's birthright for a song. 

Igor Tsukanov, chairman of 
Centre Invest, a Moscow-based 
consulting group, said foreign 
strategic investors had been show- 
ing increasing interest in the Rus- 
sian off sector over the past few 

months and several companies 
might well participate in the 
forthcoming privatisations. 

“Russia definitely needs to have 
one large-scale deal closed,” he 
said. “That would provide strong 


evidence that the oil majors are 
coming into the market elthe - in 
the form of equity participation or 
direct investment" 

Last month. Anatoly Chubais, 
the reformist first deputy prime 
minister, held talks in London 
with BP, the British oil group, to 
help clear the way for a collabora- 
tive venture with Sldanco, a large 
Russian producer. Both compa- 
nies are thought to be interested 
in jointly bidding for the govern- 
ment’s stake in Rosneft, the last 
big state-owned producer, which 


is to be put on the auction block 
over the coming months. 

W hil e there is undoubtedly a 
strong political symbolism to the 
government's move to attract for- 
eign investors, there is also a 
clear financial need given the cur- 
rent shortfall In federal revenues. 

Julia Dawson, equity analyst at 
ING Barings, said: “My feeling is 
that the lifting of these restric- 
tions was inevitable. The govern- 
ment is trying to plug the budget 
deficit and had to make these 
stakes more attractive. The 


domestic banks have spent all 
their rexfo and there has not been 
a lot of Hnmnnd from foreign port- 
folio investors after the recent 
- Mat-™ fin the stock market].” 

The government announced yes- 
terday it would sell a 19 per cent 
gKanphnIHiny in SUVQSft by the 
end of the year. It also aims to 
raise 5150m from selling a 1 per 
cent stake in Lukoil, Russia's 
most valuable oil company, at a 
rai<h auction ^ will offer a fur- 
ther. 15 per cent in an investment 

tender. 


Tashkent gold 
mine elevated 


By Gary Mead 

One of the former Soviet 
Union’s biggest gold produc- 
ers. the central Asian repub- 
lic of Uzbekistan, has further 
consolidated its position on 
the international bullion 
market by gaining a second 
“good delivery status" cita- 
tion from the London Bul- 
lion Market Association. 

The Ahnalyk Mining and 
Metallurgical Complex - 
some 60 mites from Tashkent 
- produces copper, stiver 
and gold. In October 1996 it 
gained good delivery status 
for its silver output; it has 
now satisfied the LBMA that 
its gold and gold mining 
operations meet the high 
assay standards required for 
acceptance on the interna- 
tional bullion market 

The AMMC. which cur- 
rently produces 10 tonnes of 
gold annually, is the second 
Uzbekistan gold mine to 
achieve this status. In Octo- 
ber 1994 the Navoi Mining 
and Metallurgical Combinat, 
which is in the middle of the 
Kuzulknm desert, was the 
first of the former Soviet 
Union's gold mines to get 
good' delivery status. 

The LBMA's good delivery 
status has stringent require- 
ments. In their applications 
to the LBMA individual 
mines must submit details 
concerning the size of gold 


production (a minimum of 10 
tonnes annually in 400 ounce 
bars), demonstrate net worth 
of £10m (or the equivalent). 
ar\/j have a minimum refin- 
ing record of five years. 

The mfop must submit 10 
bare to the LBMA for sam- 
pling, and the LBMA sends 
24 random samples of gold to 
the mine for analysis, so the 
applicant min e can demon- 
strate it has the necessary 
technical capacities. 
N\Af. Rothschild, the mer- 
chant batik, advised AMMC 
on its application. 

The importance of acquir- 
ing LBMA good delivery sta- 
tus is that a gold mine’s pro- 
duction thereby gains full 
acceptability in the interna- 
tional bullion trade. 

Uzbekistan, which gained 
its independence in August 
1991, produces some 80 
tonnes of gold a year, about 
40 per cent of the production 
of the former Soviet Union. 
This Is far below the produc- 
tion levels of big producers 
such as South Africa, but is 
sufficient to place the coun- 
try within the top 10. 

No other gold mines in the 
CIS have yet gained LBMA 
good delivery statns. Ana- 
lysts estimate that Uzbeki- 
stan may have as much as 
5,000 tonnes of gold under- 
ground, and production lev- 
els are forecast shortly to 
rise to 120 tonnes a year. 


Uncertainty over prospects for gold 


By Gary Mead 

If gold fails to rally from its 
current 12-year low, it win 
not be through a lack otf 
effort on the part of many of 
the precious metal's firmest 
advocates, out in force yes- 
terday at a gold conference 
in Tokyo. 

George MUling-Stanley, an 
analyst with the World Gold 
Council - which exists to 
promote gold in an its forms 
- adopted a bold posture and 
told the Nikkei Gold Confer- 
ence that it is “very 
unlikely” that gold will fell 
below the important level of 
5300 per troy ounce. 

Yesterday in London the 
afternoon gold “fix” was 
$313.50 an ounce, 51.10 
weaker than fo the morning. 

Hie price of bullion has 
been under severe pressure 
for several months bat it 
nose-dived on 24 October 
when the Swiss National 
Bank announced that from 
1999 it may sell 1,400 tonnes 
of its total reserves of 2,600 
tonnes. 

The New York market 
immediately responded by 
knocking 5 per cent off the 
price of gold, down to 5309 
an ounce. 

While it has recovered 
slightly and is still far from 
1985*s low point of 5285, the 
bears are having a field day; 
UBS’s precious metals ana- 
lysts have just published a 
study forecasting an average 
price in 1998 of $300 an 
ounce. 

However, Mr Milling . 



OynOartn 

At current prices more than half the world's gold mines are loss-making and serious production cots may be in the offing 


Stanley yesterday asserted 
that even if gold does Call to 
$300. “it won't stay there 
because physical dpiwand is 
mnch stronger now thaw it 
was in 1965”. 

Yet he also added that at 
current gold prices mare 
than half of the world's gold 
minflg are loss-making, anH 
said serious production cuts 


may be in the offing if foe 
price remains depressed. 

Nonetheless, there is real 
uncertainty, due to wide- 
spread suspicion as to what 
central banks - the world's 
biggest holders of bulhan - 
plan to do with their 
reserves. 

The annnnnffPTiiPn t by the 
Swiss National Bank came 


shortly after the revelation 
in July by the Australia 
Reserve Bank that it had 
sold two-thirds of its gold 
Holding s fo foe previous six 
months. That in turn fol- 
lowed significant sales by 
the Belgian and Dutch cen- 
tral banks in the previous 12 
months. 

Paul Walks 1 , senior metals 


analyst with Gold Fields 
Mineral Services, took some 
comfort from what he saw as 
growing physical demand. 
Mr Walker told the Tokyo 
conference that the sale of 
official reserves has helped 
depress gold’s price and this. 
Ironically, could act as a 
deterrent to further such 
sales. 


Buyers 
return to 
coffee 
futures 


markets report 


By Gary Mead 

and Robert Corona 

Dull trading in coffee 
futures on the Loudon Inter- 
national Financial Futures 
Exchange turned lively yes- 
terday afternoon, as trade 
buyers returned to the mar- 
ket in quantity. 

The January contract 
closed 552 higher at $1,531 a 
tonne with a total of 10.657 
lots traded - many more 
than seen in recent days. 

However, specialists said 
the rally was largely techni- 
cally driven, with Investors 
covering short positions by 
buying the January contract 
and selling March. 

Cocoa also moved sharply 
higher, the March contract 
dosing up £19 at £1,070 a 
tonne, although, as with cof- 
fee, no new fundamental 
developments were reported. 

On the London Metal 
E xc hange base metals were 
largely in the doldrums, 
with traders nervous over 
what direction the global 
equity markets might be 
heading. Only zinc experi- 
enced much movement, the 
three-month price ending 
517 lower at 51,225 a tonne. 

Oil markets were gener- 
ally quiet as traders main- 
tained their wait-and-see 
attitude towards the dispute 
between Iraq and the UN. 

Brent Blend for December 
delivery, the international 
benchmark, was at 519.63 a 
barrel In late trading on 
London’s International 
Petroleum Exchange, up 2 
cents on Tuesday’s close. 

Meetings yesterday in 
Baghdad between UN 
envoys and the Iraqi author- 
ities offered little direction 
to the markets, which are 
concerned tM a full-blown 
confrontation with Baghdad 
could lead to the suspension 
or cancellation of Iraqi oil 
exports under the UN oU-for- 
food plan. 
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LONDON METAL EXCHANGE 

(Prices from Amalgamated Metal Tracing) 
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Precious Metals continued 
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■ PLATINUM NYMEX (50 TTuy oz^ Srinry ozj 

Ju 

4045 

-12 

4005 

4035 

898 11211 

AW 

3995 

-22 

4015 

4005 

80 1^34 

Jri 

3965 

-22 

3900 

3900 

11 42 

Total 





sn 125*7 
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GRAINS AND OIL SEEDS 

■ WHEAT UFFE (100 tonnes; £ per tonne] 
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Sett 

Day's 



Open 


price 

riwwe 

■oh 

Low 

Vri tnt 

Nev 

17075 

-1.25 1802$ 17025 

5544 22561 

Dee 

18050 

-125 1B150 18029 

4581 24204 

ten 

181.50 

-150 181.75 18150 

2,175 14239 


PRECIOUS METALS 

■ LONDON 3ULUON MARKET 

(Prices auppflad by N M RothecMd) 

GotifTtayod S price E oquiv SFr equb 


161.25 -1.00 1 81 JO 161.00 1,273 fcSB* 
17925 -030 17050 178.75 786 6019 

17550 -1J0 177.00 17650 264 3.147 

Has «a» 

■ NATURAL QASHEp JOB Borat pro par tent) 

Dae 15200 -0.150 15250 15250 110 1255 
T0H 6S 10W 

■ NATURAL <3AS HWBC (WOOD imflfc; Staflte) 


M 


Utwt nay's 


Ctasa 
Oponfrig 
Morning fix 
Afternoon fix 

Day's tfflh 

Day's Low 


187.184 443.366 

187210 441251 


31440-31420 

31 320-314 

314450 
31150 
31350-31280 
31320-31250 
Previous doss 315.4031190 
Loco Ldn Moan QoW Leodfrig Ratoa (Vs USS) 

1 moot* 226 5 month s 3.44 

2 months Z90 12 monte 365 

3 months 

SBvsr RX 

spot 

3 months' 

6 tnamha 
1 year 
Gold Coins 
Krugsrand 
Maple Leaf 
New Sovereign 



pries stage 

nab 

Uw 

M U 

Dee 

3440+0017 

3495 

3415 10539 50139 

etaB 

3590 +0522 

3440 

0365 

7457 31.738 

Feb 

2590+0510 

1025 

2900 

2^63 23574 

Iter 

2555+0510 

2590 

2540 

980 16553 

Apr 

2330 

2240 

2320 

42S 10210 

MPT 

2245 

2250 

2240 

283 0354 

Trite 




34423 233, »gi 

■ UNLEADS SASOUNE 



wyNEX (42500 us ftfc; rtfi srito) 



J3Jt2 

US ets «Mv. 


Uteri Day's 


Open 

ptrpy oz. 


price change tfigti 

lew 

Vri tat 

288.85 
23230 
295 20 
30150 

46550 

48075 

49155 

499.10 

Dec 

Jm 

Fee 

Her 

5080 -0.16 5035 
5080 -016 5040 
5035 -009 5055 
6010 +006 60.10 

son 

5090 

5035 

8010 

0Z76 30304 
2567 T05O9 
969 9553 
981 6549 

S price 

Eequiv. 

Apr 

6455 - 6340 

6350 

134 0145 

313-316 

187-769 

MV 

6260 4035 8260 

wm 

410 <798 

73-76 

44-45 

Trial 



10821 91,218 


Sett 

DW« 



OpBB - 


Sett 

Dqrv 



Ota 


pries 

ebaapa 

ffigh Low 

M ' 

id : 


price i 

Awifi 

B* 

lam 

MM M 


8X00 

+040 

8350 8250 

44 

272 

Dae 

1042 

+18 

1048 

1027 2557 44580 

Dec 

8000 


8550 8425 

119 

0320 

MW 

1070 

+19 

1078 

1053 0817 55528 

m 

8750 

+025 

87.10 80S 

IBS 

0145 

■w 

1088 

+18 

1092 

1074 

221 23.703 

Apr 

8S5D 

+025 

8850 .8035 

115 

2202 

Jri 

1104 

+17 

7707 

7007 

53 0828 

Jtei 

9150 

+025 

- 

-• 

185 

ftp 

1121 

+17 

1127 

1173 

4810714 

Am 




479 

0152 

Dec 

1138 

+18 

1136 

1122 

205 21520 

Oct 

AT COT fiflflODM rrirr. oenteKEOb bueheQ 

TOM 





7558787531 

Tetri 


Dae 355.75 -250 36000 35520 2401 51/38 

mm 37175 -125 37420 37020 3406 27 556 

■q 37920 -320 38220 37820 178 6,492 

Jri 38225 -250 38520 38120 749 15.383 

SOP 38SL50 -350 38950 396L50 70 1 48 

Dac 39420 -820 40020 39420 121 3J016 

Totel 11,85510*20 

■ MAIZE car {5200 bu min; cam»>56b txahet) 

the 27850 -1.75 28150 27X25 42,846183299' 
tear 28825 -220 29120 287.75 12211105401 
Hay 29450 -150 29720 29420 2,407 30.428 

Jri 29850 -1.75 30125 29825 3280 42238 

Sri 29225 -120 29450 29200 375 3,775 

Dec 29220 - 29175 29120 3,462 2725S 

Totel 65/ 

■ BARLEY UfFE (100 tomes; C par tonne) 


ten 7565 -025 

-tea 7025 -025 

Iter 81.75 -025 

May 8350 -025 

Sap 6290 - - 

Totel 

■ SOYABEANS GST 6200* mfec 


■m 72050 +025 723.00 710.75 10559 17,784 

ten 723.75 +7.75 72950 71420 47577 70749 

tew 72725 +5.75 73120 71925 5323 24,23 

■W 73150 +425 73520 72420 2523 17250 

Jri 73825 +330 739.00 72950 2102 14217 

Huy 73020 - 73320 72920 37 615 

Tetri 69,748 158355 

■ SOYABEAN OO. C8T (BUOPCHbs: cantafo) 


Dae 

2558 

-004 

25.73 

2025 10530 40515 

ten 

25. B0 

-00* 

2556 

25L54 

4543 27578 

Hr 

2556 

-001 

2850 

25,77 

2589 15591 

tear 

2003 

♦005 

SB 9ft 

2553 

998 9445 

Jri 

2B.11 

+056 

2030 

2052 

1259 8297 

ta 

2553 

-054 

2555 

2555 

74 82) 

Trite 





20473 110C9 

H SOYABEAN NtaAL C8T (100 tone; SAon) 


Dec 

2308 

+85 

2305 

2314 15,470 4047B 

Jm 

2329 

+55 

2334 

2205 

4,760 20127 

tew 

2200 

+24 

2274 

222.7 

4481 2QJ927 

■W 

2202 

+75 

2255 

2204 

2473 17485 

JM 

224.1 

+1.1 

2255 

2215 

307 12404 

A*te 

2200 

- 

2254 

mn 

44 2712 

Tetri 





Z7548 IO4EB 

M POTATOES UFFE ft) tomes; e per lorara) 

tear 

915 

+05 


_ 

_ _ 

AW 

1275 

+95 

1Z8-0 

1200 

304 1,147 

Mar 

1370 

+75 

- 

_ 

24 

Jm 

1400 

+85 

- 

- 

- - 

Trite 





304 1,171 

M FHBGHT (BtFFEX) UFFE (SlQAndex pointj 

■ev 

1270 

-78 

-1280 

1260 

47 703 

Dee 

1305 

-13 

1305 

1294 

57 180 

Jen 

1346 

-5 

1345 

1320 

04 676 

Apr 

1375 

-10 

1375 

1375 

51 352 

Jte 

1240 

-10 

1240 

1240 

10 75 


TBtel 


1301 1306 


PULP AND PAPER 

■ WJLPEXOMLXgg: 24 elrtby tore) 

SMI ItegTS C*ea 

price dMqi Op low M U 

Dee 55820 -420 66020 56920 32 234 

fee 57620 -620 58020 57620 20 404 

Total 77 642 

FUTURES DATA 

AB futures cteta suppled by CMS. 


Minor metals from Metal Butata 
Brepeen free mart*. $ per to h ware- 
Hqum. unless otherwise stated fan weak's 
In brackets, where changed). A n timo ny : 
SU6SK. 5 par tonne. 1.780-1,880 (1,820- 
1500}. DUmufe nan. 98.99%, tome las 
325-340. Cedcriam min. 9925%, cants a 
pound, 3320-40. Od Cobalt MB tee mar- 
ket, min. 992%. 23.70-24.70 £320-2320): 
min. 99.3%, 18.00-19.00 (18.00-1 8.75). 
Mtreuy: min. 9929%, S per 78 to flask. 
140-150. Molybdenum: 350-3.70 (3.70- 
32Q. Selenium ran 98.5*, 2.00-3,00, 
Tungsten a ns standwd nan. 65%. S per 
tome irtt WO. CIF, 40-45. Vanadium: 


■ COCOA CSCE po tames Staroieq? 

Dec 1612 +23 1618 158211.129 21.1 B5 
»w 1654 — IKS 1624 9,130 38.141 

■ay 1881 *61 1681 1655 879 16231 

Jri 1709 +45 170D 1673 30 3278 

Sap 1719 +43 1716 1699 171 4287 

Dac T7»0 +42 1737 1715 39 6888 

TatM 21(754104738 

■ COCOA OCCOMSORVtonns} 


80* 4 

0 *r- 


m Uil I IX LffTE (5 tomes; S/ttrme) 


74 

- 1,290 

- 509 

23 

8 

1202 

butee* 


1532 

+02 

1535 

1487 

509 

1-961 

1551 

+52 

1560 

1512 

0200 

25447 

1551 

+45 

1558 

1517 

0000 

0911 

1553 

+40 

1559 

1523 

287 

1438 

1596 

+36 

1560 

1532 

51 

651 

1564 

+34 

1543 

1543 

•10 

382 




10798 

30400 


Tetri 

■ COFFEE g CSCE p7,500lbs; oena/to^ 

DSC 18625 +696 15450 14425 2206 115M 

Mar 14320 - 14450 13625 1,400 6675 

Ray 14025 +220 14050 13550 187 2506 

Jet 13725 +120 13600 13675 227 1203 

Sap 13428 +200 13240 13620 101 1590 

Dec 13150 +155 13020 12820 43 823 


348 13m — 


Dae 

3105 

-04 

3112 

3094 1.120 10807 

Mar 

3154 

-04 

3104 

3144 1495 18429 

mat 

3174 

-14 

3184 

3174 518 0487 

to| 

3101 

-05 

3214 

3194 445 2,469 

Oct 

314.6 

-Z1 

3154 

314.7 380 0787 

Dec 

3154 

-05 

— 

- - 140 

Trite 




34K 302*2 

M SUGAR *11’ CSCE (1 iTJXXXba orts/Tbsl 

ta 

1242 

+003 

1245 

122710353 11* 

nor 

1221 

♦001 

1224 

1018 4232 28482 

Jri 

1142 

+002 

1146 

1149 0383 21,325 

Oct 

11.80 

+002 

1141 

11.76 0402 21,707 

Mw 

1143 

— 

11.85 

1141 579 5,717 

MW 

1148 

-045 

1144 

1141 10 621 

Trite 




2940B1W48B 

M COTTON NYCE <30.000 Iw; centaribe) 

Dee 

7249 

-029 

7245 

7209 0051 45,120 

MW 

73.40 

-0.18 

7345 

7340 1448 17472 

«te* 

7425 

-015 

7445 

74.15 535 10487 

Jri 

7445- -001 

7540 

7425 522 10407 

Oct 

7060 

+010 

7540 

7550 11 812 

am 

7540 

- 

7540 

7570 43 10772 

Trial 




12,181 90130 

M ORANOE JUICE NYCE (10OOObs; cwrieM^ 

He* 

7125 

+045 

7220 

7040 B49 1205 

ten 

7440 

-025 

7540 

74.15 4439 21.180 

tear 

7775 

-045 

7010 

7755 1.163 11444 

"toy 

8145 

-040 

8240 

8140 128 2413 

Jri 

8445 

-040 

85.70 

8459 6 1.169 

ta 

0745 

-040 

- 

- 43 7S3 


Tew 


3448 39207 


VOLUME OATA 

Open tawaet and Volume data , shown for 
contracts traded or COMEX. nymex, C8T, 
NYCE. CME. CSCE and IPE Crude 08 are 
one dey h mere. Vdume 6 Opwi Interest 
tatris era fora! traded months. 


INDICES 

■ Renters (Base: 1 W31 « 1001 


IWr* S 

NOV * 

month ago 

yaw ago 

18174 

18207 

18883 

18512 


■ CftB flnturea (Base: 1967 a KX9 

No* 4 Nov 3 mo n th ago 
241.81 241.64 

■ GSa Spot (Base: 1970= 100) 


Nov 4 Nov 3 month ago 
204.79 505.63 20222 

Ute WAMHOittB STOCKS 


year ago 

20225 


AiumMun 

-0650 

to 

73S.72S 

AlumMum (Joy 

-280 

to 

' 47280 

Copper 

+975 

to 

341,450 

tad 

-75 

n 

115425 

Mcfcsl 

-06 

to 

80420 

2Jno 

+5,100 

to 

481400 

nn 

-140 

» 

0405 


MEAT AND LIVESTOCK 

■ LI VE CATTLE CME frtOJOOtas; cantVtoa) 

Sett Day's Open 

fifca Bfrrase fflpfr Lew M hi 

06730-822 66975 86575 6110 36405 
68225+0225 86950 68550 3280 26126 
72375 - 72425 72276 957 14578 

70025+6175 70250 86800 314 10739 
86975+0325 70250 86025 53 6616 

7Z200M0300 72000 72000 19. 1,164 

1*721 >M19 

■ LEAN HOPS CME (4ftQ0Ctt»; cantata) 


Wc« fra*, my 

121094 122255 


DM 

62.100-0025 62J75 62425 4,191 

10939 

Feb 

62750-0475 B3275 62575 2201 

0972 

Apr 

58500+0323 50050 59525 

366 

0226 

Jte 

60425+008 66425 65530 

250 

3451 

Jri 

64450+0300 B 250 04.800 

101 

1436 


63400+0025 63500 63.100 

27 

240 

Tetri 


7,1 K 

S74» 

M PORK BEUJES CME mooobxeantastai 

fab 

82^0-2.175 64.750 02373 1582 

5478 

iter 

82525-1450 64400 62400 

106 

824 

»ey 

62200-2400 84400 G2500 

17 

293 

Jri 

83750-1350 05500 5US0 

82 

241 

tag 

afl00-1500 02100 82100 

- 

10 

Trite 


U«7 

7jm 


LONDON TRADED OPTIONS 

Strfira price S tome — GaBs -Pete — 

■ ALUMINIUM 


(ICO) (US csntaTpowd) 

hw my 

11033 
11720 

■ WHITE SUGAR UFFE (50 tomes: Vtonne) 


(99.7%) LAC 

Dee 

Mar 

Dec 

Mw 

1900 

110 

162 

3 

17 

1600 

42 

as 

26 

48. 

1700 

8 

41 

90 

102 

M COPPER 





(Grade A) LME 

Dee 

Mw 

Dec 

MW 

lom 

101 

134 

20 

S3 

2000 ... 

43 

82 

82 

96 

2100 

14 

48 

.132 

181 

M COITBBLSTE 

Jan 

Mw 

Jan 

Mar 

1400 

181 

170 

. 

19 

1450 

131 

129 

- 

28 

1500 

81 

95 

- 

44 

M COCOA UFFE 

Dec 

Mar 

Dec 

Mw 


15 

63 

23 

43 

1075 

7 

52 

40 

57 

1100- 

3 

44 

61 

74 

M BRENT CRUDE 





IPE 

Dac 

Jan 

Dec 

Jen 

1960 

. 

. 

22 

82 

2000 

14 

65 

46 

_ 

2060 

4 

48 

- 

- 

LONDON SPOT 

MARKETS 


CRUDE 08. TOB (par banco 


Dubai 

Sia.77-&22w 

-0130 

Brent. Sand (dried) 

*1033-096 

-0230 

Brant Blend (Dec) 

*19.60082 

-0^30 

W.T.L 

SZ05S-05TW 

-0.280 

M OH. PRODUCTS MtEfRflpt dohery CF ftm| 

Premium Geeafine 

*139-201 

-3 

Gas 01 

*182-18* 

-1 

Heavy Fuel OB 

*103-105 • 

• +1 

PiMfJUlb 

819S-T06 

-1 

Jri fuel 

*2004203 

-1.5 

Diesel 

*131-183 

-1 

H NATURAL HAS (Pencrithemr) 


Bactcn (Dec) 

1026 

-0.20 

nMBjft) ABB a. 7U London form 359 B73t 

M OTHER 




Gold (par tror «H> 

SSvar (par troy tsJ4 

Britan (perlroy u) £40830 
Panadten (par troy azj 921020 
Cancer 

Lead (US prod.) 

Tin (Kuala Lumpur) 

Tin (New Yorid 
Cette ft* 

Sheep ft* wi ght) 

Pigs ft* wrighQt 
Loa <3&f sugar (raw) 

Lm day sugar (wte) 

Sarfay (Eng, feed] , 

Mriza (US Na3 Yetow) £109J» 

Whw (us Dark Nartt^ . Unq 
Rubber (Dec^P 
Rubber (jarflf 

fLbber (KLRSSNol) 2900ft 
Coconut 08 (Pnfl)§ 

Palm CS (MatayJS 
Copra (PhD§ 

Soyabeans (US) 

Cotton OutodcW indn 
WootoM (84s Suuar) 
e P * *twman itrinrT p peac-ftp. cewraro. 
rteririftp. m UetetWi cwnA«.y C^VOcl * NtMOec. w 
Ctec. ncodon Phyrari. § Cri Rcowcan. « Beriai carW 
‘ Omp on w* tenaJ on 1378 brad cl pfta 

ookL 


*314.25 

-140 

46840c 

+050 

5*0050 

-150 

*21050 

+150 

8000 


4000c 


1041r 


2635 

+45 

94.560 

-071' 

97.16P 

-451" 

70O7p 

-054- 

*209.70 

-a.00 


■250 

Unq 


£109J» 


.Unq 


5450p 


54.50p 


2900c 

■2J3 

605 Oz 


5175z 

-75 

*4100 


1900 

•2.0 

77^5C 


408p 




CROSSWORD 


No.9,525 Set by CAPER 

rr 



ACROSS 

1 Consume sailor's eyeball (8) 

4 Chinaman confused Imran 
and — if s a duck (8) 

9 Interfere with gong, say (6) 

10 Company goes after Tri- 
umph’s first two vehicles 
(8) 

12 Put another way “On first 
of December Doctor wore 
red” (8) 

13 One confined in China (6) 

15 Dead stow (4) ■ 

16 Exterminated m»A pest? 
(W) 

19 Like 2. estimated age of 
missing diamonds (10) 

20 Bones starts to offer Spock 
same advice (4) 

23 Pester animaL(6) 

25 “Absolute nonsense” could 
be my motto - that’s about 

right (W) 

27 Eg gold and tin turned over 
with new ri«m»n t (gj 

28 Ftowets for Joan, say (6) 

29 Canying a gun, return to 
rob stupid dupe (6,2) 

30 No sun ?Len returns to the 
bold (8) 

DOWN 

1 Show endless wonder at a 
long sort of butterfly (7) 

2 Splash wets a road in a 

storm (4-6) 

3 14s say, left among those 
that regret (9 

5 Accnrse every other area 
(4) 


6 Baced over about 
roughly, for bi 
of.... (8) 

1 .... wine - endless re 
upset a judge (5) 

8 What deodorant is 
That's simple (2-5) 

11 He guards the ring a 
match (4J3) 

14 Caligula was one 
European romper (7) 

17 They keep an eye on 
day newspapers (9) 

18 Commanding Officer C 
echoed “be serious” (4 

19 1 catch taxi primaril’ 

senior committee (7) 

21 Trains a new craftgmai 

22 Part of ltmh (i believe 
across (8) 

24 All do the same thing ( 

26 Country by Uruguay (4 

Solution 9,524 


naatannoH ansnBa 
H 13 n 0 □ a o 

m a S a H Q 2 a nuance 
3 0 a n n n pi 

3 a S Q H nn0 nnsnna 

« n anQHDHmRnin 
QQQaQQan 
aa3QH3Ka 00 u 
[J □ h □ ci n n n 
□□□□HQ □mBrnnHQks 
Rr,3r,^r^ a H H n 

y H 0 H R pi ra 

□nagaa ncinannmro 


.4 
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LONDON STOCK EXCHANGE 


tradwi 


System failure prompts big programme trades 


MARKET REPORT 


By Steve Thompson, 

UK Stock Market Editor 


The omens in London's equity 
market at the outset of trading 
yesterday did not look good. The 
Hong Kong market slipped ag ain , 
albeit only less than 1 per cent, 
and Wall Street delivered a less 
than enthusiastic performance on 
Tuesday, with the Dow Jones 
Industrial Average finishing a 

mere 14 points higher. 

To mak e matters worse, the 
Stock Exchange's trading system 
failed for the first time since the 
introduction of the new order 
book. Dealers and institutions, 


who have been struggling to 
come to terms with the changed 
method of trading the FTSE 100 
stocks, were forced to make 
prices and trade via the tele- 
phone. 

But that was as bad as it was 
to get until mid-afternoon. The 
system was up and running well 
within an hour - the Stock 
Exchange claiming the fault 
occurred because of a breakdown 
in an information link unrelated 
to the new dealing system - and 
the day's economic news was on 
balance positive for equities. 

As soon as trading commenced 
in earnest, share prices ran 
ahead strongly, with buying 
interest in the cash market 


fuelled by keen demand for the 
fixture and in the wake of a spate 
of positive corporate results from 
leading stocks. 

Wall Street was expected to 
add to the overall rosy picture in 
the market but came in only mar- 
ginally higher, before slipping 
into negative territory and then 
embarking on a good rally after 
London closed. 

Footsie hit a session high of 
4,947.6 shortly after midday, hut 
thereafter began to wilt, affected 
by a series of programme trades, 
mostly weighted on the sell side. 
They drove the index back down 
below 4.900, before a late rally 
left the Index 10.9 higher at 
4£0&3. 


Dealers said the surge in pro- 
gramme trade activity was a 
direct result of the institutions' 
frustration with the new order- 
driven system. "The institutions 
have been struggling to deal nnf f 
the impression is that they have 
decided, for the time being at 
least, to trade via programmes,” 
said a dealer at one big inte- 
grated house. 

The FTSE 250 index settled 12.0 
up at 4,680.8, its fourth successive 
gain. Over that period, it has pot 
cm 6 3L8 po ints, or 1.4 per cent. 

The t'lTSK Small Hap mripv also 

posting its fourth straight gain, 
rose 3.6 to 2325.3. 

A stronger-than-expected sur- 
vey of the service sector by the 


Chartered Institute of Purchas- 
ings and Supply was countered 
by news of a dip In industrial 
production in September and a 
mpT^nnai increase in manufactur- 
ing output far the same mouth. 

Those details were seen as 
adding to the arguments for UK 
interest rates to be left on hold. 
The Monetary Policy Committee 
meeting lacked off yesterday and 
the outcome of its deliberations 
wQl be announced at noon. 

The three Footsie constituents 
reporting yesterday - British Air- 
ways, Scottish Power and Whit- 
bread - all made rapid progress. 

Turnover was 819.1m shares at 
6pm, of which S3 per cent was in 
non-FOotsle stocks. 
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hw fl e w and ratios 


FTSE 100 490&3 +1W 

FT5E 250 4686.8 *12.0 

FTSE 350 2371.5 +5-4 

FTSE AB-Share 2322.11 +5-10 

FTSE AJf-Shara yMd 334 334 

Bwt performing Meters 

1 Insurance — +1-5 

2 Engineering - — +03 

3 Other Financial — « . — +0-9 

4 Transport +G3 

5 Media +0-7 


FT 30 3189 6 

FTSE Non-Finsp/o J*” 
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Vickers 


up on 
bid news 


By Joel KIbazo, Martin Brice 
and Peter John 


Prospects of a hostile bid in 
the engineering sector trig- 
gered a late burst of excite- 
ment in an otherwise 
uneventful session for the 
sector. 

Engineering group Vickers 
got tongues wagging when, 
in the last hour of trading, it 
released a statement saying 
Mayflower Corporation was 
planning a hostile bid. 

Mayflower is around two- 
thirds the size of Vickers in 
terms of market capitalisa- 
tion. But with its senior 
management In the US 
alongside a group of CJK ana- 
lysts, the market was not 
only surprised but. initially, 
left wondering about the 
wisdom of the statement. 

However, a Mayflower 
announcement just after the 
mar ket closed in which the 
engineer said it was consid- 
ering all its options was 
what one trader said “we 
have all been waiting for. 
This now means Vickers is 
definitely In play." 

There was speculation that 
Mayflower had called Vick- 
ers earlier in the week indic- 
ating its intention. 

Vickers shares rose 
sharply to dose 20% up at 
248p, with some analysts 
suggesting that a full-scale 
break-up of Vickers could 
command a price of between 


325p and 330p a share, valu- 
ing it at over £1.1 bn. May- 
flower lost 15 to 189Vkp. 

HSBC, once the jewel In 
the Footsie, languished as 
the de-rating of the stock 
gathered pace yesterday. 

Brokers have been busily 
cutting forecasts for the 
company over the past few 
days in response to turmoil 
in Hong Kong in particular 
and the Pacific Rim in gen- 
eral 

Dresdner Kleinwort Ben- 
son - the principal bulls - 
Morgan Stanley. SBC War- 
burg Dillon Read and Salo- 
mon Brothers have all 
adjusted numbers over the 
past week. 

And yesterday UBS. the 
long-term bear of the stock, 
chopped its profit forecasts. 
It argued that, despite a 30 
per cent slump in the share 
price. HSBC would be “dead 
money" for the next three 
years as earnings growth 
stagnated. 

For next year, it has 
reduced its profit prediction 
by 4.4 per cent to £5.4bn and 
for 1999. the year when the 
full impact of the Asian 
upset is expected to hit UBS 
has reduced by 6.6 per cent 
to £5.65bn. 

In contrast Dresdner has 
reduced its 1998 figure from 
£6J2bn to £5.6bn and its 1999 
figure by £60Qm to £63bn. 

The bank's 75p shares, 
which hit a high of £23.46 in 
the summer, closed only 2 
higher at £1435. Standard 
Chartered, which has been 
the subject of similar Asian- 
related downgrades, recov- 
ered 18% to 674Vip. 

Pilkington was the focus 
of attention after rival glass- 
maker St Go bain of France 


announced it was to set up a 
float glass plant in the UK. 
Pilkington. which had 
reached i67Kp last month, 
was both the most heavily 
traded stock In the market, 
with 43m dealt, and the big- 
gest faller, shedding 17 or 
more than 11 per cent to 
131p. 

However, after the market 
closed it was revealed that 
Paolo ScaronL, chief execu- 
tive, had bought 300.000 
shares at 132p each, which 
suggests the markdown was 
overdone. 

Traders said there had 
been keen support as the 
shares retreated. Goldman 
Sachs had told clients the 
shares were a "trading buy”. 
Analyst Mike Betts at the 
broker said: "We regard this 
a great buying opportunity. 
Is this worth 11 per cent off 
Pilkington’s share price? No 
way." 

He regarded St Gobain’s 


announcement as a 2 per 
cent increase in European 
capacity, rather than a 88 
per cent rise in UK capacity. 

But others saw the news 
as a serious threat to Pilk- 
ington and likely to lead to 
more overcapacity In Euro- 
pean glass supply. One 
dealer said: "This is a huge 
negative for Pilkington 
shares. There is huge overca- 
pacity in the European glass 
industry already and this 
will increase the pricing 
pressure.” 

British Airways’ interim 
results were greeted with 
relief and the stock achieved 
the biggest advance in the 
Footsie as it gained 21 to 
597p in a brisk 4An traded. 
Since reaching 760p in May, 
the stock had fallen on fears 
of the effect of industrial 
action and the strength of 
sterling. 

One specialist said: "The 
perception was that the 
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numbers would be awful and 
there would be some savage 
downgrades." 

But in the event NatWest 
Markets knocked this year’s 
forecast by about 6 per cent 
to £472m and next year’s by 
about 2 per cent 

Electricity generators held 
firm in the light of support 
f mm Credit Lyonnais Laing. 

The broker says recent 
responses to the proposed 
review on pool prices had 
been too harsh. “The sector’s 
current yield relative of 15S 
is too high," says analyst 
Angelos Anastasiou. "Our 
yield relative of 143 gives 
upside of over 10 per cent” 
Energy Group, which Mr 
Anastasiou sees as having a 


growth raises questions 
about return on capital 
employed over the next 
three years". 

A late burst of baying 
activity tn Cadbury Schwep- 
pes helped the shares end on 
a firm note having been dull 
for much of the session. The 
stock closed S ahead at 600p. 

On Tuesday, Cadbury 
Schweppes said Us US bever- 
ages unit DrPepper/Sev- 
en-Up was to restructure its 
business by entring some 110 
jobs, about 10 per cent of its 
US workforce 

Biotechnology group Car- 
tecs lifted more than 15 per 
cent after the release of trial 
data on the company's oral 
insulin drug. The shares 
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69Qp and Scottish Power was 
2 Vi firmer at 439%p. 

Barclays lifted 31 to £15^1 
with encouragement from 
news that it Is in exclusive 
talks with Credit Suisse 
First Boston on the sale of 
its UK and continental Euro- 
pean equities and M&A busi- 
ness. Analysts said confir- 
mation of the talks with 
CSFB was good news but did 
not completely dispel the 
uncertainty surrounding the 
deal 

Royal & Sun Alliance 
gained 14 to 600p with deal- 
ers dtlng upward pressure 
from Goldman Sachs. The 
US broker was said to be- a 
heavy buyer. 

Concerns about the out- 
look far Marks and Spencer, 
which reported figures at the 
bottom end of expectations 
on Tuesday, saw the shares 
surrender another 13 to 587p. 
Several brokers have down- 
graded foil-year profit expec- 
tations and are urging inves- 
tors to lighten holdings. 

NatWest Securities down- 
graded its forecast for this 
year from £l.l85bn to 
£1.16bn. Reflecting on the 
group's much publicised 
expansion plans, the team at 
NatWest said the “£2.lhn 
commitment to organic 
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GLOBAL EQUITY MARKETS 


US INDICES 


■* M Oct 

* 3 31 
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Mrti l m 


US DATA 


■ market actwtty 
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FRANCE 
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Now 4 Now 3 Oct 31 Ibsuh Traded 1410 3,425 1421 

NY8E 541.500 571200 MfcOTOn* 1J» 2JW 
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European bourses recover their composure 


WORLD OVERVIEW 


Asian markets may still be 
grappling with the region’s 
economic problems but there 
were signs yesterday that 
European markets were 
recovering their composure 
after last week's setback, 
writes Philip Coggan. 

The CAC 40 In Paris 
gained 1.7 per cent, while in 
Germany shares were lifted 
by news of the merger 
between Krupp and Thyssen, 
which had been announced 
after the markets closed on 
Tuesday. 

The DAX rose 15 per cent 
to 3JB4159 in electronic trad- 
ing, In the face of week data 
about the German economy. 



Unemployment rose 19,000 
in October, although there 
were signs the level was 
stabilising in the west. A 
surprise 1.6 per cent fall in 
industrial production In Sep- 
tember - which followed an 


even greater dip in August - 
may yet be revised away, 
given the impact of school 
holidays t rad underreporting 
by firms. 

One of the worries for 
world markets In the wake 


of the Asian crisis has been 
the effect on earnings expec- 
tations. 

It had previously been 
assumed, particularly in 
Europe, that corporate earn- 
ings would race ahead in the 
next few yean as economies 
revived and businesses 
restructured. 

Mark Howdle, European 
strategist at UBS, said yes- 
terday that lack of Aslan 
demand - and Increased 
competition from Asian 
Industries operating with 
depreciated currencies - was 
one of three risks which may 
lead to earnings downgrades 
across the continent 

The others were the US 
dollar, which may be weaker 


than previously thought, 
and the effect on the trading 
income of financial compa- 
nies of the much weaker 
securities markets. 

All this could knock sev- 
eral percentage points off 
the earnings growth rate, 
although the effect on share 
prices may be cushioned by 
a more supportive bond 
market. 

The risks far German cor- 
porate namings are greater 
than average, said Mr 
Howdle, especially if the dol- 
lar weakens. 

mgs IprilwatBW that , as df 
end-October, German corpo- 
rate earnings were expected 
to grow by 12L4 per cent in 
1998, compared with 18.1 per 


cent this year, putting the 
market on a prospective 
price-earnings ratio of 185. 

Interestingly, the XBES 
consensus expected earnings 
growth to accelerate dramat- 
ically in the US (from 10.7 
per cent in 1997 to 240 per 
cent nest year) even though 
America is in the later 
stages of its economic cycle. 

Japan Is expected to show 
the fastest rate of expected 
earnings growth of any of 
the <57 countries - 36.7 per 
cent in the year to March 
1998 - although the collapse 
in Asia most put such opti- 
mism in question. Certainly. 
Japan saw the most exten- 
sive naming s downgrades in . 
October. 


Dow gains as 
buyers turn 
to cyclicals 


Corporate results cheer Paris 


AMERICAS 


US share prices drifted 
higher in morning trade, 
erasing the last traces of the 
554-point plunge that rever- 
berated around the world's 
stock markets at the begin- 
ning of last week, writes 
Richard Waters in Neva York. 

By early afternoon, the 
Dow Jones Industrials Aver- 
age was trading at 7,74851, a 
rise of 59.18 and the first 
time the index of leading 
stocks had risen above the 
7,715.41 at which It stood 
before the short-lived Slump. 

The Standard & Poor's 500 
Index also wiped out the 
remains of last week's 
losses, climbing 75 to 94858, 
while the Nasdaq composite 
came within 10 points of 
matching the feat as It rose 
12.42 to 1,64357. 

The advances came despite 
further disruption earlier In 
the (bqr in Asian markets, 
and appeared to si gnal that 
Investors in US stocks had 
begun to focus again on the 
strong domestic economy. 

Cyclical stocks were 
among the Dow's biggest 
gainers, with Caterpillar up 
$lft of 35 per cent to $53tf 
and Alcoa rising $1% or 
nearly 2 per cent to $74. 

Among technology stocks, 
Cisco Systems, which 
reported quarterly naming s 
after the market closed on 
Tuesday, rose $2B or 3.4 per 
cent to $86%. Shares in 
America Online also jumped 
on expectations that it 
would shortly report strong 
earnings. The on-line infor- 
mation company rose $5% to 

Rockwell International fell 
S1A to S48H- While it met 
Wall Street's earnings expec- 


tations, the factory automa- 
tion and aircraft component 
maker warned that its earn- 
ings would slow hi the com- 
ing wwiWha- 

Shares in ITT rose $1% or 
2.4 per cent to $79% as the 
board met for the first time 
following a higher bid from 
Hilton earlier this week. 
Starwood Lodging, the rival 
suitor for ITT, also rose, 

adding 91 at $69%. 

TORONTO reversed Tues- 
day’s losses to move mod- 
estly higher across most sec- 
tors in thin morning trade. 

Newbridge Networks con- 
tinued to lose ground on 
earnings worries, but the 
broad market made steady 
progress and at noon the 300 
composite index had put oaz 
2L64 to 6,948.70. 

The he avywei ght hanMng 
sector was a good market 
and there was a surge at 
Northern Telecom following 
an upbeat progress report 
from the telecoms equip- 
ment giant Northern Tele- 
com improved C$250 to 
C$13250. 

Royal Bank of Canada 
gained 60 cents to C$76.06 
and Rank of Montreal added 
85 cents to C$63.80. Toranto- 
Dominion Bank rose 50 cents 
to C$53.90. 

BCE gained 50 cents to 
CS4090. Disappointing quar- 
terly results left Seagam 25 
cents lower at C$4750. 

Newbridge Networks foil a 
further 40 dents to C$6650 
after tumbling 18 per cent on 
Tuesday following a profits 
warning. 

Canada's largest foods 
group. Maple Leaf Foods, 
hardened 30 cents to C$16.00 
after the group put in a 
C$1 29.2m bid for meat pro- 
cessor Schneider Carp- 


Sao Paulo little changed 


Latin American centres 
traded quietly through a 
morning of thin volumes 
with most investor Interest 
focused on Brazil and the 
priva tisation of power group, 
CPFL. 

SAO PAULO was little 
changed at mldse saion with 
newly privatised CPFL eas- 
ing down to R$166. “CPFL 
has set the tone for the 
morning. There has been no 
rush to buy," said one bro- 
ker. Telebras was said to 
have run into profit-taking, 
sliding more than 1 per cent 
to R8124.70. 


The Bovespa index was 5.0 
lower at 10549 at the close of 
mnming trading. 

MEXICO CITY eased 2456 
to 4528.67 an the IFC index 
at midsesslon. Dealers said 
trade was very slow. Tehnex 
gave up 4 centavos to 18.78 


Shares In PARIS took heart 
from the steadier perfor- 
mance in Asia, the strength- 
ening Hollar and prvm ft 

sales figures from the 
French corporate sector. The 
CAC 40 index ended 47.52 
M gheir 2522.42, 

LagardOre surged FFr1150 
or 7 per cent to FFr1775 cm 
strong third-quarter sales, 
and Alcatel AlsthOm gafnari 
FFr27.00 to FFr705 far simi- 
lar reasons. Saint Gobain's 
Bales were seen as disap- 
pointing. The shares dipped 
FFr4.00 to FFr822 . 

CaiTefour gained FFrni to 
FFr3,235 for a two-day 
advance of mare than 5 per 
cant It was helped by tsTk of 
French consumers flocking 
to supermarkets to stock up 
ahead of petrol rationing as 
a result of a prolonged lorry 
driven' strike. 

AMSTERDAM gained 
ground with market heavy- 
weight Philips ura! TTT.M ris- 
ing strongly. The AEX Index 
improved 959 to 87851 

Philips rose FI 600 to 
FI 15650, while at ELM a 
steady stream of positive 
broker reactions to Tues- 
day's strong results lifted 
shares FI 450 to FI 76.00 for a 
two-day advance of 10 per 
cant 

Nedlloyd, a weak market 
lately, rallied FI 1.90 to 
FI 5650 in spite of the first 
official indication that the 
company could drop out of 
the AEX Index early next 
year. 

Membership of the AEX is 
based on trading volume 
rather than market capitalis- 
ation and on this basis Ned- 
lloyd, along with BolsWessa- 
nen and Gist Brocades, looks 
set to foil by the wayside 
when the next appraisal 
takes place in February. 

Hie hot bets far replace- 
ment stocks centred yester- 
day on Baan and ASM 
Lithography which jumped 
F18.10 to FI 142.80 and 
FI 10.20 to FI 158 respec- 
tively. 

Royal Dutch shed 10 cents 


FTSE 


to FI 105 ahead of today's 
third-q uarter r esults. 

FRANKFURT closed mod- 
estly higher with the Ibis- 
indicated DAX index up 
5659 at 354159. The merger 
between engineering groups 
Krupp Hoesch and Thyssen 
continued to buoy market 
sentiment Thyssen ckaed at 
DM43L50, up DM2050, and 
Krupp rose DM2150 to 
DM38950. 

Siemens' annual results 
revealed a rise in prefits of 5 
per cent to DM2.61fan - in 
fane with expec ta ti o ns. The 
shares added DM1.10 at 
DM10B.45. 

ZURICH was mostly 
higher in thin trade as inves- 
tors awaited tomorrow's US 
employment h***- The smt 
ended 63.4 higher at 56DLR 

Saurer, the automotive 
supplier, jumped SFr34 or 8.6 
per cant at SFriJSO on rumors 
that thft German pw ginwH w g 
and automotive conglomer- 
ate, MAN, which hdds its 
ann ual press conference 
today, was planning a take- 
over. 

In the banking sector, UBS 
bearers collected SFx33 at 
SF1,70B on continuing 
rumors that the b ank was on 
the verge of announcing a 
major restructuring or 
takeover. 

SBC rose SFS125 or 35 per 
cent to SFr3885 an expecta- 
tions of strong nine-month 
figures due before the start 
of trading today. 

MILAN featured a sharp 
outperformance by Pirelli, 
the tyre and cable maker, 
while Flat, sharply higher at 
midseesion, turned tack to 
ckse only modestly ahead. 
The Comit index rose 4.72 to 
94654. Pirelli jumped L196 to 
L4.585 while Fiat turned 
back from a midsession 
15,475 to dose L22 higher on 
the day at L5509. 

STOCKHOLM moved 
ahead, although Wall 
Street's dull early perfor- 
mance wiped out some of the 
early gains. The general 
index finished 30.70 higher 
at 2547.12. 

Telecoms group Ericsson, 






SANTIAGO was modestly 
firmer at midsesslon with 
the IPSA index edging 054 
higher to 119.03. Power 
group Enersis, which la 
reviewing the terms of its 
planned alliance with End- 
esa of Spain, added 2.00 
pesos at 269 pesos. 
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Investor fears fail to halt Seoul 


ASIA PACIFIC 


The SEOUL market once 
again ended higher in spite 
of a late pull-back prompted 
by concern over the recent 
rally. The composite index 
moved up 13.61 to dose at 
555.74, off a mid-morning 
high of 565.16. 

Investors fear that the 
rally, which has mainly ben- 
efited blue-chip companies, 
is not justified by changes in 
South Korea’s macroeco- 
nomic Among 

blue chips- Samsung Elec- 
tronics rose Won3,800 to 
WonSl.400, extending its 
rally since Saturday’s dose 
to about 86 per cent. 

TOKYO was troubled by 
the continuing turbulence In 
other Asian markets, along 
with the recent bankruptcy 
ctf Sanyo Securities, and the 
Nikkei 226 index finished 
52.05 lower at 16,448.06, 
unites Paul Abrahams. 

the Index traded between 
16525 and 16089. The Nikkei 
300 feD L38 to 24855, While 
the Topix index of the entire 
Tokyo Stock Exchange first 
section fall 8.33 to 1,274.63. 
Declining issues outpaced 
risen 780 to 360, with 138 
stocks unchanged- Turnover 
was low at 344m shares. 



In London, the ISE/Nlkkai 
50 Index rose 0.42 to 1,444.73. 

Second-tier brokers contin- 
ued to suffer the fall-out of 
the Sanyo bankruptcy. New 
Japan Securities foU Yll to a 
record low of YUS, Kankaku 
Securities dropped Y5 to Y95 
and Yamatane Securities 
lost Y2 at YB7. The sector as 
a whole loet more than 2 per 
cent, with the big four 
houses, Nomura, Nlkko, 
Daiwa and Yamafchi, all los- 
ing ground. 

Yahoo Japan, which was 
floated an the OTC market 
on Monday, continued Its 
extraordinary rise. It dosed 
at Y2 r 040,000, up Y40.000, 


compared with the Issue 
pries of YTOO.OOOL 

In Osaka, OSE iwi(« 
fell 69 points to close at 
17,401 in very light trading 
of 10.68m shares. 

HONG KONG stumbled for 
a second straight day but 
prices finished off their lows 
as cautious buying emerged. 

The Hang Seng Index 
closed down 99.08 at 
10,681.75, after hitting a low 
of 10,42258 earlier. Turn- 
over, however, was at its 
lowest level far three weeks 
atHK$l4dbn. 

P ro pe rt y stocks led the 
decline after Bank of East 
Asia said on Tuesday that ft 
was raising its mortgage rate 
to 12 per cent This height- 
ened concerns that property 
prices were set for a foil of 
more than 20 per cent, 
according to some analysts. 

Sun Hung Kal Properties 
fofi HK$L25 to HKIG7, contri- 
buting 16.42 points to the 
Hang Seng’s decline. 

SHANGHAI'S hard cur- 
rency B share Index ended 
sharply higher after a late 
round of buying by domestic 
Investors aimed at large cap- 
italised companies. The B 
Index closed up 3.482 or 53 
per cent at 89.078 on turn- 
over of $8.6m. 


BANGKOK moved up 
again an news that Oman 
Leekpai, the opposition 
leader, was likely to become 
prime minister. The SET 
Index was 8.78 or almost 2 
per cent high er at 487.11. 
The banking and finance 
sectors were the biggest 
gainers, both rising by 
approximately 5 per cent 
JAKARTA closed lower in 

nrnwmin non Hm ant nn one 

of the 16 banks forced into 
liquidation took legal action 
against the government The 
composite Index came off 
356 to 49059. Satellite opera- 
tor PT Indosat rose RplOO to 
Rp8500 after announcing 
strong nine-month earnings. 

SYDNEY saw another 
active session for bank 
shares ahead of today’s 
results from NA Bank. Foods 
group Burns Philp fell 36 
cents to 39 cents on negative 
results and disposal news. 
Wesfa r mers, the Industrial 
group, rose 20 cents to 
A$l250 alter strong first- 
quarter earnings. The All 
Ordinaries index ended 
down 65 at 25465, 
WELLINGTON Improved 
458 to 2,474.60 on the 40 capi- 
tal index. NZ Telecom con- 
tinued to gain ground, 
adding 5 cents to NZ$8.60. 



a strong performer in New 
York during rece nt sessions, 
closed SKrlO higher at 
SKr354.50 after touching a 
high of SKr356.B0. 

Celsius, tFa HnffrTM-a indus- 
tries group, was SKr3 higher 
at SKZ133 after posting flat 
nine-month profits and 
repeating its forecast of prof- 
its after net fluawriai items 
of SKMSQm-SKigOQm for the 
fall year. 

Among other corporate 
reporters. MoDo, the fo rest r y 
group, which posted lower 
nfoemanth profits largely in 
line with expectations, ended 
SKrl50 off at fflft-giL The 
company said the financial 
turmoil in Asia had created 
uncertainly for pulp prices 
for the rest of the year. 

ISTANBUL continued to 
bounce back from last 
week's losses thanks to the 


return of US buyers and 
investment by Turkish 
mutual funds, which 
accounted for a fiwvi of the 
$450m trading volume. The 
IMKR .National 100 rose 196 
or 6.6 per cent to 8,168. 

~ A spate of good nine- 
month results also contrib- 
uted to the rise. Aksigarta, 
the insurance company, 
Totes Oto Ticaret, the car 
manufacturer, 1 and Akbank 
all released results which 
saw their share prices 
increase by more than 10 per 
cent 

Nur Pekin, an emerging 
markets salesperson at Mer- 
rill Lynch, said: “In general 
the market currently looks 
overvalued; Investors are 
gambling an the government 
reaching the tough targets it 
has set itself." 

Wnnm m mrm Dj mkiumi 
M orgen, Jeffrey Brawn, Alexan- 
der Stevenson and Stan Com 


SOUTH AFRICA 

Shares In Johannesburg 
ended a clumpy session on 
tire upside with the aR-share 
falter 305 ahead at 8,780.5. 

Industrials added 16.0 at 
S53&4 and HnwHah were 
also co mfo r ta bly up, helped 
fay a R2 or 6 per cent rise to 
R48.70 it Fint National 
Bank following strong earn- 
ing*. Golds edged 1.3 higher 
to 8985. 


MARKET FOCUS 


Dull Austria 
ready to shine 


Is Vienna's 226-year-old 
stock exchange abodt to 
tts image as one of the 
world’s dullest performers? 
The question is prompted 
by signs that investor inter- 
est in one of Europe’s 
smallest stock markets - 
Its capitalisation is less 
thnr, $40bn - Is finally, 
awakening. 

Yesterday saw the start 
of trading in Austria 
Tabak, the former state 
tobacco monopoly set up by 
TC mj wnnr Joseph Z2 in 1784. 
The sale of about half the 
state-owned shares was 
heavily oversubscribed and 
priced at Sch505, In the 
middle of the Sch475 - 
Sch550 range set before the 
recent 12 per cent sell-off In 
the Austrian market. 

Austria Tabak shares 
closed more than 2 per cent 
above the flotation price at 
Sch516 after their first 
day's trading. 

Yesterday also saw the 
result of Bank Austria’s 
exchange offer for the 
minority of the shares It 
does not own in Creditan- 
stalt, Its former arch rival 
The vast bulk Of Creditan- 
stalt’s shareholders 
accepted Bank Austria 
paper, no doubt spurred on 
by the 50 per cent rise in 
Bank Austria's preferred 
shares since last June's 
SchSbn issue. 

Morgan Stanley, one of 
the few International 
investment banks to follow 
the Austrian market, has 
increased the Austrian 
weighting in ha European 
equity model portfolio from 
2 per emit to 3 per cent 
Since Austria accounts for 
only 0.6 per cent of its 
index, this is a substantial 
overweight position. 

Franz Kubik, an execu- 
tive director of GAIB, Bank 
Austria's investment tank, 
says investors have done 
well out of all the recent 
Austrian privatisations. 
Shares of OMV, the oil and 
gas company, have quadru- 
pled in 10 years and VA 
Tech and VA Stahl, two for- 
mer pillars of Austria's 
state-owned industry, have 


Jam trt» 



doubled since their stock 
market debuts. 

The other factor that 
makes Mr Kubik optimistic 
is that local retail Investors 
have started to show an 
Interest in equities. Only 4 
per cent of Austrians own 
shares, yet over 2,000 
people attended the Austria 
Tabak roadshow to Vienna. 

The Austrian market baa 
yet to regain its 1990 
all-time high and for the 
second year running It has 
been one of Europe's weak- 
est performers. Its ATX 
index Is up 15 per cent, 
compared with a rise of 
around a third in Ger- 
many's DAX. 

The recent sharp drop in 
the price of former high- 
fliers such as AMS, a high- 
tech company, and Wol- 
ford. makers of ladles 
tights, are a reminder that 
It Is easy to get one's fin- 
gers burned in a market 
where just 19 stocks 
account for 90 per cent of 
the volume. 

Roman Eisenschenk, of 
Deutsche Morgan Grenfell 
in Vienna, notes that Aus- 
tria is selling on 18.7 times 
1998 earnings, compared 
with a European average of 
17.6. 

The real test of interna- 
tional investors' enthusi- 
asm will come with next 
week's expected stock mar- 
ket debut for Ersfee Bank, 
billed as Austria's biggest 
share offering. 

William Hall 
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